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1.  Introduction 


For  the  Purposes  of  this  Guideline,  on  and  after  the  day  subsection  2  (1)  of  Schedule 
7  to  the  Open  for  Business  Act,  2010  comes  into  force,  a  reference  to  an  approval,  a 
certificate  of  approval,  an  approval  under  section  9  of  the  Environmental  Protection 
Act,  an  approval  under  Part  V  of  the  Environmental  Protection  Act  or  an  approval 
under  section  53  of  the  Ontario  Water  Resources  Act  shall  be  deemed,  unless  the 
context  requires  otherwise,  to  be  a  reference  to  an  environmental  compliance 
approval. 

Please  note  that  Regulatory  Requirements  have  been  included  in  this  Guideline  for 
convenience  only.  A  copy  of  current  legislation  should  be  obtained  and  used  in 
conjunction  with  the  guideline.  To  access  legislation  please  refer  to  Service  Ontario's 
e-Laws  site  at  www.e-laws.gov.on.ca/index.html  or  contact  Service  Ontario  by 
telephone  at  1-800-668-9938  (locally  at  416-326-5300)  or  by  e-mail  at  e- 
laws@ontario.ca. 

Financial  Assurance  is  authorized  under  Part  XII  of  the  Environmental  Protection  Act 
(EPA)  and  allows  Program  Directors  to  require,  as  a  condition  of  an  order  (only  in  a 
Director's  Order),  approval  or  by  regulation,  the  provision  of  financial  security  by 
regulated  parties.  Provincial  Officers  do  not  have  the  authority  to  require  Financial 
Assurance  as  a  condition  of  a  Provincial  Officer's  Order.  The  regulated  parties  are 
defined  as  firms,  persons  or  crown  corporations. 

Financial  Assurance  can  be  required  either  to: 

•  Ensure  compliance  with  environmental  objectives; 

Ensure  that  requirements  are  achieved  by  a  specified  deadline;  or 

•  Ensure  that  funds  are  available  for  future  clean-up  and  remediation  of  landfills 
and  other  contaminated  sites  which  require  long-term  care  and  monitoring. 

This  Guideline  has  been  prepared  to  help  Ministry  staff  administer  Financial 
Assurance  under  different  circumstances  and  to  help  regulated  parties  and  their 
advisors  comply  with  requirements. 

In  this  Guideline,  the  following  appendices  are  provided: 

a)    Compliance  Cost  Items  to  Estimate  the  Amount  of  Financial  Assurance  Required 
for  Specific  Orders,  Approvals,  Facilities  and  Activities,  Appendix  A; 
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b)  Ontario  Legislation  -  Part  XII,  sections  131  to  136  and  section  176  of  the 
Environmental  Protection  Act.  Legal  authority  to  require  Financial  Assurance  is 
derived  from  these  sections,  Appendix  B; 

c)  Sections  1,2,  17  and  18  of  the  Landfilling  Sites  Regulation  (Ontario 
Regulation  232/98),  Appendix  C; 

d)  Sections  1  and  8  of  the  Mobile  PCB  Destruction  Facilities  Regulation 
(Regulation  352),  Appendix  D; 

e)  Templates  for  Standard  Non-Cash  Forms  of  Financial  Assurance  (Surety  Bond 
and  Irrevocable  Letter  of  Credit),  Appendix  E; 

f)  Flow  Charts  Showing  Financial  Assurance  Procedures  and  Responsibilities, 
Appendix  F; 

g)  List  of  Planned  Landfill  Closures  and  Post-Closure  Care  Activities,  Appendix  G; 

h)   Spreadsheet  Template  for  Calculating  Financial  Assurance  Amounts  for  a  Typical 
Landfill  Site,  According  to  Ontario  Regulation  232/98,  Appendix  H; 

i)    Financial  Assurance  Refund/Disbursement  Form,  Appendix  I; 

j)    Definitions,  Appendix  J;  and 

k)   Procedures  to  Obtain  Non-Residential  Building  Construction  Price  Index  for 
Toronto  (NRCPIT)  from  Statistics  Canada  Website,  Appendix  K. 

For  further  information,  call  the  Environmental  Assessment  and  Approvals  Branch  or 
any  Regional  Office  of  the  Ministry  of  the  Environment,  or  visit  the  website  at 
http://www.ene.gov.on.ca. 

2.  Legislative  Authority 

Legislative  authority  for  the  requirement  of  Financial  Assurance  is  derived  from 
Part  XII  (Financial  Assurance),  sections  131  to  136  and  176,  of  the  Environmental 
Protection  Act  (EPA).  Financial  Assurance  can  be  specified  as  conditions  of  orders 
and  approvals  that  are  issued  under  the  EPA  or  the  Ontario  Water  Resources  Act 
(OWRA)  or  as  required  by  regulation. 

Orders  and  approvals  should  not  refer  to  sections  35,  46  or  47  of  the  Environmental 
Protection  Act  as  authority  for  Financial  Assurance. 
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3.  Statement  of  Principles 

3.1  This  Guideline  specifies  how  Financial  Assurance  requirements  are  to  be 
administered  by  the  Ministry  of  the  Environment. 

3.2  Financial  Assurance  under  Part  XII  of  the  EPA  can  be  required  as  a  condition  of  an 
order,  an  approval  or  a  regulation. 

3.3  Financial  Assurance  is  required  to  ensure  that  funds  are  available  for,  but  not  limited 
to  the  following: 

a)  The  performance  of  environmental  measures  specified  in  approvals,  orders  or 
regulations; 

b)  Decommissioning,  clean-up,  rehabilitation,  monitoring  and  perpetual  care  of 
facilities  such  as  private  waste  processing  and  disposal  sites  as  well  as  other  types 
of  contaminated  sites; 

c)  The  operation  and  maintenance  of  private  water  or  sewage  treatment  facilities 
until  they  can  be  assumed  by  a  municipality; 

d)  Alternate  water  supplies  may  be  required  where  the  Director  has  reasonable 
grounds  to  believe  that  existing  water  supplies  are,  or  are  likely  to  be, 
contaminated  or  otherwise  interfered  with  by  the  works  to  which  the  approval  or 
order  is  related; 

e)  Compensation  to  third  parties  who  incur  damages  due  to  polluting  activities  if 
such  a  condition  is  stated  in  the  approval  or  order.  Compensation  is  limited  to 
areas  where  there  is  statutory  authority;  and 

f)  Various  facilities  identified  in  Sections  4.2,  4.3  and  4.4. 

3.4  Financial  Assurance  may  be  required  by  a  Program  Director  under  the  following 
circumstances: 

a)  Financial  Assurance  is  compulsory  in  every  case  when  stipulated  by  a  regulation. 
As  of  June  2004,  only  two  regulations  require  Financial  Assurance: 

i)    Ontario  Regulation  232/98  -  Landfilling  Sites 

ii)   Regulation  352  -  Mobile  PCB  Destruction  Facilities 

b)  For  all  other  cases,  Financial  Assurance  requirements  are  discretionary  on  the  part 
of  the  Program  Director. 

i)    Financial  Assurance  is  normally  required  (i.e.,  usually  required  in  every  case) 
as  a  condition  of  orders  or  approvals  that  are  listed  in  Section  4.3.  However, 
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if  the  Program  Director  exercises  discretion  in  not  requiring  Financial 
Assurance,  he/she  must  document  reasons  in  the  case  file. 

ii)  With  respect  to  orders  and  approvals  listed  in  Section  4.4,  Financial 

Assurance  is  not  normally  required  however,  the  Program  Director  exercises 
discretion  in  whether  Financial  Assurance  is  required.  The  Program  Director 
must  document  the  reasons  for  requiring  Financial  Assurance  in  the  case  file. 
Financial  Assurance  should  be  required  when  one  or  more  of  the  situations  or 
conditions  listed  in  Section  4.4  apply. 

3.5  Although  Part  XII  of  the  EPA  was  enacted  in  1986,  Financial  Assurance  can  be 
applied  as  conditions  in  approvals  that  were  issued  before  1987  by  amending  the  said 
approval.  The  Program  Director  must  have  valid  reasons  for  doing  so,  such  as  a  risk 
of  financial  liability  to  the  Ministry  exists  if  the  regulated  parties  fail  to  meet  the 
obligations  of  their  orders  or  approvals  by  reason  of  bankruptcy  or  insolvency. 

3.6  Financial  Assurance  can  be  applied  to  provide  an  incentive  for  regulated  parties  to 
implement  compliance  activities  but  it  cannot  be  retained  as  a  penalty.  Financial 
Assurance  must  ultimately  be  used  to  pay  for  compliance  actions  or  be  returned  to  the 
regulated  party. 

3.7  Above  all,  Financial  Assurance  requirements  should  be: 

a)  Sufficient  to  pay  for  all  of  the  potential  costs  associated  with  conditions  in  an 
order  or  approval;  and 

b)  Easily  accessible  when  the  Ministry  needs  to  use  it. 

3.8  This  Guideline  addresses  the  following  topics: 

a)  Situations  where  Financial  Assurance  should  be  required  of  proponents  who  are 
subject  to  orders  or  approvals  (Section  4); 

b)  The  form  in  which  Financial  Assurance  can  be  provided  to  the  Ministry 
(Section  5); 

c)  How  to  determine  the  amount  of  Financial  Assurance  to  be  required  (Section  6); 

d)  Procedures  for  issuing  an  order  or  approval  with  a  Financial  Assurance 
requirement  and  for  accepting,  receiving  and  handling  Financial  Assurance  funds 
or  documents  (Section  7); 

e)  Criteria  and  procedures  for  converting  non-cash  Financial  Assurance  to  cash  and 
for  using  Financial  Assurance  to  implement  the  terms  and  conditions  in  orders 
and  approvals  (for  example,  responses  to  defaults)  (Section  8); 
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f)  Criteria  and  procedures  for  returning  Financial  Assurance  to  regulated  parties 
when  it  is  no  longer  required  (Section  8);  and 

g)  Responsibilities  carried  out  by  Ministry  staff  (Section  9). 

3.9  Financial  Assurance  will  not  normally  be  required  of  municipalities,  other  provincial 
ministries,  and  other  public  bodies  or  institutions  for  the  following  reasons: 

a)  These  entities  are  not  subject  to  bankruptcy  and  financial  insolvency  to  the  same 
degree  as  are  private  companies; 

b)  Municipalities  have  a  permanency  of  place  which  prevent  them  from  walking 
away  from  local  problems;  and 

c)  Public  institutions  are  generally  backed  by  provincial  or  federal  government 
resources. 

3.10  Municipal  Corporations  formed  in  accordance  with  section  203  of  the  Municipal  Act, 
2001  must  provide  Financial  Assurance  until  such  time  that  the  Municipal 
Corporation  can  satisfy  the  Ministry  of  the  Environment  that  their  Financial 
Assurance  will  be  guaranteed  by  the  municipality. 

4.  Rules  and  Conditions  to  Determine  When  Financial  Assurance 

Should  be  Required 

4.1  The  flow  chart  presented  in  Appendix  F  illustrates  the  categories  of  Financial 
Assurance  according  to  the  degree  of  discretion.  Financial  Assurance  is  mandatory  in 
every  case  when  it  is  required  by  a  regulation.  Regulations  that  require  Financial 
Assurance  are  detailed  in  Section  4.2. 

Orders,  approvals  and  other  activities  for  which  Financial  Assurance  is  usually 
required  in  every  case  are  detailed  in  Section  4.3. 

Orders,  approvals  and  other  activities  for  which  Financial  Assurance  is  usually 
required  where  certain  situations  or  conditions  apply  are  detailed  in  Section  4.4. 

In  all  other  cases,  Financial  Assurance  is  discretionary. 

4.2  Financial  Assurance  is  required  by  the  following  regulations: 

a)  Ontario  Regulation  232/98  -  Landfilling  Sites 

b)  Regulation  352  -  Mobile  PCB  Destruction  Facilities 
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4.2.1  In  accordance  with  Ontario  Regulation  232/98  -  Landfilling  Sites,  Financial 
Assurance  is  mandatory  for: 

a)  New  private  sector  landfill  sites  intended  to  accept  municipal  (i.e.,  non- 
hazardous)  waste  that  came  into  existence  after  August  1,  1998  and  that  were 
intended,  at  the  time  they  came  into  existence,  to  have  a  total  waste  disposal 
volume  of  more  than  40,000  cubic  metres;  and 

b)  Expanded  private  sector  landfill  sites  in  which: 

i)    the  alteration,  enlargement  or  extension  was  proposed  after  August  1,  1998, 

ii)  the  total  waste  disposal  volume  would  be  increased  to  more  than  40,000  cubic 
metres,  and 

iii)  only  municipal  (i.e.,  non-hazardous)  waste  would  be  accepted. 

4.2.2  In  accordance  with  Regulation  352  -  Mobile  PCB  Destruction  Facilities,  Financial 
Assurance  is  mandatory  for: 

a)  Class  1  mobile  PCB  destruction  facility  waste  disposal  sites,  and 

b)  Class  2  mobile  PCB  destruction  facility  waste  management  systems. 

4.3  Financial  Assurance  should  normally  be  required  in  an  order  or  approval  for  the  types 

of  facilities  listed  in  Sections  4.3.1  and  4.3.2.  The  reasons  should  be  recorded  in  the 
case  file  if  the  Program  Director  exercises  his/her  discretion  not  to  require  Financial 
Assurance  in  any  of  these  cases. 

4.3. 1  Approvals  under  Part  V,  EPA  including  but  is  not  restricted  to: 

a)  Private  landfill  sites  not  covered  in  Section  4.2.1.  For  example, 

i)    new  private  landfill  sites  which  have  a  total  waste  disposal  volume  of  40,000 
cubic  metres  or  less; 

ii)  proposed  expansion  of  private  landfill  site  of  a  total  waste  disposal  volume  of 
40,000  cubic  metres  or  less;  or 

iii)  existing  private  landfills  in  existence  prior  to  August  1,  1998  either  operating 
or  closed,  but  are  in  the  contaminating  life  span  stage. 

b)  Private  transfer  stations,  private  waste  processing  sites  (i.e.,  private  recycling 
operations  and  private  material  recovery  facilities).  In  addition,  Financial 
Assurance  is  not  normally  required  from  private  facilities  which  handle  biosolids 
under  the  organic  soil  conditioning  program  and  septic  wastes; 

c)  Private  waste  management  (haulage)  systems  which  carry  biomedical  and  PCB 
wastes; 
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d)  Private  used  tire  storage  or  disposal  facilities  which  contain  more  than  5,000  tire 
units; 

e)  Incineration  facilities  including  sites  burning  waste  derived  fuels  (WDF). 

4.3.2  Approvals  under  section  53,  OWRA  including: 

a)  Private  communal  sewage  works  in  unorganized  areas  where  there  is  no 
agreement  with  the  Ministry  of  Municipal  Affairs  and  Housing  for  a  local 
government  agency  (for  example,  an  area  services  board  or  a  municipality  to  be 
created,  or  an  existing  municipality  to  be  expanded)  to  take  over  the  works  in  the 
event  of  a  default; 

b)  Private  communal  sewage  works  in  organized  areas  without  an  agreement  with 
the  local  government  agency  to  take  over  the  system  in  a  default  situation. 

4.3.3  Financial  Assurance  is  not  meant  to  take  the  place  of  an  agreement  with  a  municipal 
authority.  At  the  time  of  initial  approval,  the  Ministry  will  continue  to  require  a 
municipality  or,  in  an  unorganized  area,  another  governmental  organization  to  enter 
into  a  responsibility  agreement  for  the  long-term  operation  and  maintenance  of 
communal  sewage  works  and  systems.  However,  Financial  Assurance  should  be 
provided  until  such  agreements  are  finalized.  Furthermore,  if  the  local  agency  or 
municipality  has  obtained  Financial  Assurance,  there  is  no  need  for  the  Ministry  to 
obtain  Financial  Assurance. 

4.4  Financial  Assurance  should  be  required  for  facilities  listed  in  Sections  4.4.1  to  4.4.5  if 

any  of  the  following  situations  apply,  which  should  be  specified  in  the  order  or 
approval  file  as  reason(s),  including: 

a)  Where  a  required  action,  process  or  task  could  result  in  adverse  effects,  such  as 
increased  health  or  environmental  risks,  contamination  of  or  interference  with  the 
operation  and  use  of  municipal  or  private  wells,  or  hazards  to  public  health  and 
safety. 

b)  When  the  operation  or  waste  residuals  of  a  facility  are  judged  to  be  high  risk  in 
that  the  release  of  a  contaminant  could  cause  health,  environmental  or  property 
damage,  including  contamination  of  the  operation  or  interference  with  the 
operation  and  use  of  a  municipal  or  private  well. 

c)  When  a  Ministry  of  the  Environment  official  determines  that  a  facility  or 
operation  will  require  future  decommissioning,  rehabilitation,  site  rededication  or 
environmental  clean-up  measures  and  includes  these  requirements  as  conditions 
in  an  order  or  approval. 

d)  When  future  long-term  or  perpetual  management  or  monitoring  of  an  existing  or 
potential  pollution  or  contamination  problem  is  required  by  an  order  or  approval. 
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e)  When  there  is  reason  to  expect  that  the  regulated  party  might  become  insolvent  in 
the  future  and  be  unable  to  complete  or  comply  with  the  terms  and  conditions  of 
an  order  or  approval. 

f)  When  a  regulated  party  or  person  has  been  convicted  of  violations  involving 
pollution  discharges  or  emissions  for  specific  or  related  problems  addressed  in  an 
order  or  approval. 

g)  When  the  regulated  party  has  missed  a  deadline  in  any  previous  orders  or 
approvals. 

h)   When  the  regulated  party  has  received  an  extension  to  a  compliance  date  in  an 
order  or  approval. 

i)    Where  any  past  or  current  activities  of  the  regulated  party  have  resulted  in  any 
documented  occurrence  of  human  health  or  environmental  damage  or  have 
resulted  in  significant  risk  of  human  health  or  environmental  damage. 

4.4. 1  Approvals  under  Part  V,  EPA  including: 

a)  PCB  storage  sites  established  in  accordance  with  written  Director's  instructions 
under  Regulation  362  -  Waste  Management  -  PCBs; 

b)  Waste  management  systems  (haulage)  which  handle  any  material  except 
biomedical  and  PCB  waste.  The  Financial  Assurance  requirements  for 
biomedical  and  PCB  waste  are  noted  in  Section  4.3.1,  paragraph  c).  Finally, 
Financial  Assurance  is  not  normally  required  from  haulers  of  biosolids  (processed 
organic  wastes  and  hauled  sewage). 

4.4.2  Approvals  under  section  53,  OWRA  including: 

a)  Private  communal  sewage  systems  and  works; 

b)  Industrial  and  milling  activities  that  generate  tailings,  ash  or  other  waste  materials 
subject  to  section  53,  OWRA  (but  not  facilities  which  provide  Financial 
Assurance  under  the  Mining  Act); 

c)  Any  sewage  works  in  which  waste  materials  that  are  generated  by  the  sewage 
works,  including  sludges,  are  stored  or  disposed  of  on  the  site  of  the  sewage 
works;  and 

d)  Any  sewage  works,  or  any  part  thereof,  that  contain  waste  materials,  such  as 
sludges,  that  are  to  remain  on  the  site  after  decommissioning. 

4.4.3  Approvals  under  section  9,  EPA  including  (but  not  limited  to)  those  that  contain 
conditions  associated  with: 

a)    Specific  abatement  actions  that  contain  time  deadlines; 
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b)  Equipment  and  technologies  for  air  pollution  reduction; 

c)  The  storage  of  subject  waste  materials  from  air  pollution  control  equipment; 

d)  Equipment  used  in  the  mobile  in-situ  chemical  oxidation  process;  and 

e)  Back-up  control  equipment. 

4.4.4  Permits  to  take  water  under  section  34,  OWRA  where  there  is  the  expectation  of 
associated  adverse  effects  on: 

a)  Other  known  users  of  the  same  surface  or  ground  water  supply  source; 

b)  The  environment,  such  as  low  flows  in  streams,  etc.; 

c)  Surrounding  properties  which  take  water  from  the  same  ground  water  supply;  and 

d)  Where  potential  rededication  measures  are  likely  required. 

4.4.5  Orders  including: 

a)  Industrial  abatement  programs  under  section  18,  EPA; 

b)  An  industrial  or  commercial  site  which  is  contaminated  with  hazardous  materials 
and  is  to  be  decommissioned;  and 

c)  Operations  which  store  subject  wastes  on  site  under  Regulation  347  -  General  - 
Waste  Management,  for  more  than  90  days. 

5.  Forms  of  Financial  Assurance 

5.1  The  form  of  Financial  Assurance  to  be  provided  is  to  be  chosen  by  the  Program 
Director  based  on  consultation  with  other  Ministry  staff  and  the  regulated  party. 

5.2  Forms  of  Financial  Assurance  which  are  acceptable  are  described  in  section  131  of 
the  EPA.  Definitions  of  financial  terms  are  found  in  Appendix  J. 

5.3  The  Business  and  Fiscal  Planning  Branch  holds  all  original  Financial  Assurance 
forms  as  well  as  supporting  documents  for  safekeeping. 

5.4  There  are  three  basic  forms  of  Financial  Assurance:  Standard,  Non-standard  and 
Unacceptable.  Forms  can  either  be  cash  or  non-cash  within  the  classifications. 

5.4. 1  Standard  forms  of  Financial  Assurance  are  always  acceptable  and  include: 

a)  Cash; 

b)  Irrevocable  letters  of  credit; 

c)  Surety  bonds;  and 
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d)  Negotiable  securities  issued  by  or  guaranteed  by  provincial  or  federal 
government. 

5.4.2  Non-standard  forms  are  not  generally  recommended  but  may  be  accepted  if  a 
proponent  makes  a  compelling  case.  Staff  should  request  that  the  proposal  be 
reviewed  by  Legal  Services  Branch,  Business  and  Fiscal  Planning  Branch  and 
Economic  Analysis  Section  to  determine  whether  the  proposed  form  should  be 
accepted.  Non-standard  forms  include: 

a)  Any  security  or  collateral  accepted  by  the  Program  Director; 

b)  Agreements,  contracts  or  other  non-standard  forms  of  Financial  Assurance  with 
conditions  stated  in  the  order  or  approval; 

c)  Insurance  policies; 

d)  Guaranteed  Investment  Certificates  (GICs)  reissued  payable  to  the  Ontario 
Minister  of  Finance; 

e)  Marketable  securities  (apart  from  those  mentioned  above  in  Section  5.4.1)  or 
other  negotiable  securities; 

f)  Indemnification  Agreements; 

g)  Letters  of  guarantee;  and 

h)  Qualified  Environmental  Trust  accompanied  by  letter  of  credit,  cash  or  bond. 
This  form  is  an  agreement  made  between  two  parties  for  the  purpose  of  a  tax 
benefit  to  the  regulated  party. 

The  Condominium  Act,  1998,  subsection  115  (5),  defines  an  eligible  security  as  "a 
bond,  debenture,  guaranteed  investment  certificate,  deposit  receipt,  deposit  note, 
certificate  of  deposit,  term  deposit  or  other  similar  instrument  that, 

•  is  issued  or  guaranteed  by  the  government  of  Canada  or  the  government  of  any 
province  of  Canada, 

•  is  issued  by  an  institution  located  in  Ontario  insured  by  the  Canada  Deposit 
Insurance  Corporation,  or 

is  a  security  of  a  prescribed  class." 

Apart  from  negotiable  bonds  and  debentures,  each  of  these  forms  are  considered  non- 
standard for  purposes  of  Financial  Assurance  and  staff  should  seek  assistance  and 
advice  from  Legal  Services  Branch,  Business  and  Fiscal  Planning  Branch  and  the 
Economic  Analysis  Section  before  accepting  them. 

5.4.3  The  following  forms  are  unacceptable  and  should  not  be  accepted  by  Ministry  staff: 
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a)  Guaranteed  Investment  Certificates  (GICs)  which  are  not  transferable; 

b)  All  bonds  which  are  not  transferable; 

c)  Bank  accounts  held  by  the  regulated  party  or  joint  bank  accounts  held  by  the 
Ministry  and  the  regulated  party; 

d)  Insurance  policies  for  long-term  projects  or  landfill  sites;  and 

e)  Guarantees  from  out-of-province,  off-shore  firms. 

5.4.4  Any  form  of  Financial  Assurance  offered  by  a  proponent  that  is  not  mentioned  in 

Sections  5.4.1  or  5.4.2  should  be  considered  unacceptable  until  reviewed  and 
approved  by  Legal  Services  Branch,  Business  and  Fiscal  Planning  Branch  and/or  the 
Economic  Analysis  Section.  All  unusual  wording  of  standard  forms  (e.g.,  letters  of 
credit  or  surety  bonds)  should  always  be  reviewed  by  Legal  Services  Branch. 

5.5  During  the  time  that  a  non-standard  form  is  being  reviewed,  a  standard  form  of 
Financial  Assurance  (e.g.,  cash  or  a  letter  of  credit)  should  be  provided  to  the 
Ministry.  If  the  non-standard  form  is  approved  by  the  Ministry,  the  standard  form 
should  be  returned  to  the  regulated  party. 

5.6  Where  it  is  necessary  to  use  Financial  Assurance  for  clean-up  or  long-term  care  and 
maintenance  activities  in  the  future,  a  cash  account  is  recommended.  The  advantages 
of  a  cash  account  are: 

a)  Cash  is  readily  accessible  to  the  Ministry; 

b)  Cash  does  not  require  interaction  with  other  institutions  to  retrieve  the  funds; 

c)  Cash  deposits  do  not  require  monitoring  to  ensure  that  the  value  is  sufficient  each 
year;  and 

d)  Non-cash  forms  of  Financial  Assurance  such  as  letters  of  credit,  surety  bonds  and 
negotiable  securities  guaranteed  by  government  will  normally  have  to  be 
monitored  and  increased  annually  in  accordance  with  a  cumulative  Financial 
Assurance  balance  schedule  stated  as  a  condition  in  the  order  or  approval. 

5.7  Where  marketable  securities  or  other  negotiable  securities  are  accepted  as  Financial 
Assurance,  the  market  value  of  these  securities  should  be  at  least  20  per  cent  in  excess 
of  the  agreed  to  amount  of  Financial  Assurance  in  order  to  allow  for  fluctuations  in 
the  market  prices  of  these  securities. 

5.8  Examples  of  wording  for  two  standard  forms  of  Financial  Assurance,  a  surety  bond 
and  an  irrevocable  letter  of  credit,  are  presented  in  Appendix  E. 
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5.9  Procedures  by  which  Ministry  staff  should  accept,  process  and  handle  Financial 
Assurance  payments  for  all  forms  of  Financial  Assurance  are  described  in  Section 
7.3;  procedures  for  specific  forms  of  Financial  Assurance  are  described  in  Section  7.4 
of  this  Guideline. 

5.10  Regulations  may  be  made  from  time  to  time  to  require  particular  forms  or  amounts  of 
Financial  Assurance  in  specific  cases. 

6.  Computing  the  Amount  of  Financial  Assurance 

6.1  Procedures  and  information  requirements  to  determine  Financial  Assurance 

This  Section  presents  steps,  procedures,  concepts  and  information  requirements  to 
determine  amounts  of  Financial  Assurance  to  be  provided  to  the  Ministry  for  various 
types  of  orders,  approvals,  activities,  sites  and  facilities. 

6.1.1  Sections  6.2,  6.3,  and  6.4  specify  activities  and  cost  items  that  should  be  included  to 
determine  the  amount  of  Financial  Assurance  required.  Procedures  to  calculate 
Financial  Assurance  amounts  consist  of  two  broad  approaches: 

a)  Procedures  for  projects  where  the  planning  period  of  an  order  or  approval  is  less 
than  four  full  years  or  when  there  is  no  known  future  date  for  closure,  clean-up  or 
remediation  expenditures,  are  presented  in  Sections  6.5  and  6.6  (No  discounting). 

b)  Procedures  for  projects  where  the  planning  period  of  an  order  or  approval  is  four 
full  years  or  longer,  or  when  there  is  a  known  future  date  for  closure,  clean-up  or 
remediation  expenditures,  are  presented  in  Sections  6.7  and  6.8  (Discounting). 

Section  6.9  provides  further  information  regarding  the  use  of  Financial  Assurance  by 
owners  or  operators.  Finally,  Section  6.10  discusses  conditions  and  procedures  which 
might  reduce  the  amount  of  Financial  Assurance  required  by  some  regulated  parties. 
Further  information  and  guidance  relevant  to  the  computation  of  costs  and  Financial 
Assurance  amounts  may  be  found  in  Appendix  A. 

6.1.2  Procedures  presented  in  this  Guideline  incorporate  the  requirements  and  procedures 
found  in  Ontario  Regulation  232/98  -  Landfilling  Sites  which  generally  applies  to 
new  or  expanding  sites  after  1998  and  Regulation  352  -  Mobile  PCB  Destruction 
Facilities.  Reference  should  be  made  to  these  regulations  for  definitive  language. 

6.1.3  Further  information  and  guidance  are  provided  in  Appendix  A:  Compliance  Cost 
Items  to  Estimate  the  Amount  of  Financial  Assurance  Required  for  Specific  Orders, 
Approvals,  Facilities  and  Activities,  and  Appendix  G:  List  of  Planned  Landfill 
Closures  and  Post-Closure  Care  Activities.  Appendix  H  presents  an  example  of 
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Financial  Assurance  calculations  for  a  typical  landfill  site  based  on  the  procedures 
required  under  Ontario  Regulation  232/98. 

6.2  Least-cost  methods  of  compliance  to  satisfy  conditions  in  orders  or  approvals 
may  be  used  to  determine  Financial  Assurance  amounts 

6.2. 1  Where  more  than  one  method  or  technique  exists  to  achieve  the  specified  conditions, 
tasks,  requirements  or  objectives  in  an  order  or  approval,  the  amount  of  Financial 
Assurance  required  may  be  based  on  the  least-cost  option  which  is  environmentally 
acceptable  regardless  of  which  method  is  actually  chosen  by  the  proponent.  For 
example, 

a)  If  a  landfill  is  progressively  closed  and  capped  as  each  cell  is  filled,  the  amount  of 
Financial  Assurance  for  closure  would  only  be  required  for  the  final  active  area  of 
the  site,  not  the  entire  site  area.  However,  Financial  Assurance  for  post-closure 
maintenance  and  monitoring  should  be  based  on  the  entire  filled  area  of  the  site; 
and 

b)  If  hazardous  wastes  must  be  cleaned  up  and  removed  from  a  site,  these  wastes  can 
either  be  destroyed  in  a  plasma  arc  furnace  or  sent  to  a  licensed  landfill  for 
disposal.  However,  the  least-cost  disposal  approach  should  be  used  for  estimating 
the  amount  of  Financial  Assurance. 

6.2.2  Although  the  regulated  party  is  permitted  to  calculate  Financial  Assurance  amounts 
based  on  the  least-cost  option  to  provide  environmental  protection,  there  may  be 
technical  or  environmental  reasons  why  a  more  expensive  option  should  be  applied  at 
a  particular  site  rather  than  the  least-cost  option.  If  a  more  expensive  option  is 
required,  Ministry  staff  must  provide  written  reasons  for  this  requirement  in  the  file. 

6.2.3  Financial  Assurance  for  all  types  of  facilities  must  be  updated  periodically  to  reflect 
any  changes  in  site  conditions  or  requirements  in  the  order  or  approval.  For  example, 
certificates  of  approval  for  landfills  usually  have  a  condition  that  requires  Financial 
Assurance  to  be  updated  at  least  every  three  years  or  as  otherwise  specified  by  the 
Program  Director. 

6.3  Amounts  of  Financial  Assurance  are  based  on  costs  of  activities  to  comply  with 
conditions  and  requirements  in  an  order,  approval  or  regulation 

6.3. 1  Examples  of  compliance  cost  items  include: 

a)    Costs  of  planned  site  closure,  post-closure  care  and  maintenance  and  potential 
contingency  actions  for  privately  owned  landfills  which  are  specified  in  Ontario 
Regulation  232/98  or  in  terms  and  conditions  of  an  approval; 
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b)  Capital  and  operating  costs  of  abatement  or  prevention  technologies  and  systems 
to  reduce  air  or  water  pollution  releases  to  comply  with  an  order;  and 

c)  One-time  capital  and  annual  operating  costs  of  private  water  and  sewage 
treatment  works  which  do  not  have  municipal  commitments  to  take  over 
operation  of  the  facility. 

6.3.2  Definitions  of  key  terms  are  listed  below.  A  glossary  of  other  terms  relevant  to 

Financial  Assurance  is  found  in  Appendix  J. 

a)  Cost  or  a  cost  item  may  be  a  one-time  (capital)  expenditure  or  it  may  be  a 
recurring  annual  operating  expenditure. 

b)  One-time  cost  items  refer  to  capital  costs  or  consulting  services  which  are 
incurred  usually  once  during  the  planning  period.  One-time  costs  include  the 
costs  of  equipment,  installation  of  machinery  and  equipment,  construction  of 
buildings  and  other  site  improvements.  Other  one-time  costs  include  contract 
services,  architect  services,  design  and  engineering,  construction  or  installation 
costs,  laboratory  testing,  project  management  fees,  etc. 

c)  Recurring  costs  refer  to  costs  associated  with  the  operation,  maintenance  and 
monitoring  of  equipment,  buildings  and  the  site,  including  the  costs  for  labour, 
materials,  ongoing  consultant  services,  etc. 

d)  Contaminating  life  span  of  a  landfill  is  the  period  of  time,  after  closure,  in  years, 
from  the  expected  year  of  closure  until  the  site  finally  produces  contaminants  at 
concentrations  that  are  below  levels  which  have  unacceptable  health  or 
environmental  effects. 

e)  Operating  period  of  a  landfill  is  the  period  from  the  first  day  of  operation  until  the 
day  that  the  landfill  site  closes. 

f)  Planning  period  depends  on  the  type  of  order  or  approval.  Planning  periods  for  a 
landfill  consist  of  the  time  between  the  day  the  site  starts  receiving  waste  until  the 
end  of  the  contaminating  life  span.  For  waste  processing  or  transfer  facilities,  the 
planning  period  extends  from  the  day  that  the  Ministry  issues  an  approval  for  the 
facility  until  the  day  that  the  site  has  completed  all  required  clean-up  and 
remediation  procedures.  The  planning  period  of  an  order  to  implement  abatement 
projects,  extends  from  the  day  that  the  Ministry  issues  an  order  until  the  day  that 
all  compliance  actions  are  completed  to  the  satisfaction  of  the  Director. 

g)  Forms  of  Financial  Assurance  include  standard,  non-standard  or  unacceptable 
forms.  Definitions  and  examples  of  the  forms  can  be  found  in  Appendix  J. 
Financial  Assurance  may  also  be  classified  as  either  cash  or  non-cash  forms. 
Forms  are  discussed  in  Section  5. 
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6.3.3  The  amount  of  Financial  Assurance  should  be  based  on  the  expected  one-time  and 

recurring  costs  of  each  compliance  activity  specified  in  relevant  regulations  or  in 
specific  orders  or  approvals  over  the  intended  planning  period.  For  example, 

a)  The  costs  of  cleaning  up  and  disposing  of  residues  from  a  potential  spill  and  the 
rehabilitation  of  a  potential  spill  site,  if  applicable; 

b)  The  one-time  costs  of  removal,  hauling  and  disposal  of  all  of  the  waste  materials 
being  generated,  processed  or  stored  at  a  site; 

c)  The  estimated  one-time  (capital)  costs  and  long-term  recurring  maintenance  costs 
(including  monitoring,  treatment,  storage  or  security)  of  decommissioning  a 
contaminated  site  or  facility; 

d)  Management,  supervisory,  administrative  and  any  other  similar  costs.  Normally, 
these  costs  are  expressed  as  a  percentage  of  one-time  and/or  recurring  costs. 
Evidence  or  references  to  verify  the  percentage  or  an  alternate  estimation 
procedure  used  should  be  provided;  and 

e)  Contingency  costs  are  budgeted  for  uncertain  or  unknown  events  or  occurrences 
that  would  force  a  facility  or  owner  to  incur  unplanned  costs.  Contingencies  may 
also  refer  to  cost  items  that  are  known  but  have  a  low  probability  of  being 
incurred. 

i)    Contingency  costs  may  be  expressed  as  recurring  or  one-time  costs  for 
unexpected  construction,  operation,  maintenance  and  replacement  of  works. 
Where  explicit  estimates  are  not  available,  contingency  costs  may  be 
estimated  as  10  to  15%  of  total  one-time  and  recurring  costs,  by  all  regulated 
parties  except  for  landfill  sites.  Contingency  costs  must  be  required  in  a 
condition  in  the  approval  or  order. 

ii)   For  new  or  expanded  landfill  sites  installed  after  1998,  the  amount  of 

Financial  Assurance  for  contingencies  shall  be  determined  in  accordance  with 
the  formula  given  in  Ontario  Regulation  232/98.  For  all  other  landfill  sites, 
the  amount  of  Financial  Assurance  for  contingencies  shall  be  determined  by 
the  Program  Director  on  a  case  by  case  basis. 

iii)  Where  Financial  Assurance  for  contingency  costs  has  been  provided  in  a 

non-cash  form  (e.g.,  letter  of  credit,  surety  bond),  Ministry  staff  should  review 
the  conditions  of  the  approval  or  order  at  the  time  that  the  landfill  site  is 
closed  to  determine  if  there  are  any  reasons  why  the  non-cash  form  should  be 
converted  to  cash  and  deposited  in  the  Consolidated  Revenue  Fund. 

iv)  Financial  Assurance  for  contingency  costs  may  be  used  by  the  Program 
Director  to  pay  expenses  related  to  any  planned  or  unplanned  closure  of  the 
site  or  to  the  post-closure  care  of  the  site,  if  the  owner  fails,  on  direction  from 
the  Program  Director,  to  perform  the  work  to  cover  the  expenses. 
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6.4  Financial  Assurance  Proposals 

6.4.1  Financial  Assurance  Proposals  contain  written  estimates  of  the  capital,  other  one-time 
costs  and  annual  recurring  costs  associated  with  each  project,  activity  or  facility  for 
which  Financial  Assurance  is  required.  The  regulated  party  must  provide  this 
information  with  reference  to  Appendix  A.  The  proposal  should  be  mandated  by  a 
condition  in  an  approval  or  an  order. 

6.4.2  Whether  a  new  submission  or  an  update  of  an  existing  Financial  Assurance  account, 
the  Financial  Assurance  Proposal  must  include: 

a)  Facility  specifications  (as  discussed  in  Table  HI  in  Appendix  H)  including,  but 
not  restricted  to  the: 

i)    planning  period  over  which  Financial  Assurance  will  be  required.  There  are 
no  predetermined  minimum  or  maximum  time  periods  for  which  Financial 
Assurance  should  be  required; 

ii)   first  year  of  operation  or  commencement  of  project; 

iii)  anticipated  year  of  closure  or  project  completion; 

iv)  contaminating  life  span  of  a  landfill  (a  minimum  of  25  years); 

v)   maximum  allowable  volume  of  waste  on  site,  if  a  landfill; 

vi)  volume  of  unprocessed  and  usable  (processed)  secondary  materials  on  site  of 
a  transfer  station  or  waste  processing  facility; 

vii)  maximum  allowable  quantities  of  processed  and  unprocessed  waste; 

viii)      total  area  or  footprint  of  site  or  facility  and  the  area  that  Financial 
Assurance  is  being  submitted  for,  if  not  the  same  as  the  total  area;  and 

ix)  annual  fill  rates  of  a  landfill. 

b)  Clear  explanations  of  all  sources  of  data  and  assumptions  used  in  estimates  and 
computations,  include,  but  are  not  restricted  to: 

i)    a  list  of  all  compliance  activities  and  conditions  for  which  costs  will  be 
estimated; 

ii)  unit  or  sized  costs  of  different  activities; 

iii)  estimation  procedures  and  steps; 

iv)  references  for  all  data  sources; 

v)   worked  examples  of  all  computations; 

vi)  estimation  error  ranges  (i.e.,  +/-  %)  for  each  cost  item;  and 
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vii)  expected  variations  in  recurring  and  capital  costs  over  time. 

c)    The  amount  of  Financial  Assurance  to  be  provided,  the  form  it  is  to  be  provided  in 
(e.g.,  cash,  letter  of  credit,  surety  bond,  etc.)  and  the  dates  that  it  is  to  be  provided 
to  the  Ministry. 

6.4.3  Where  estimates  of  many  cost  items  are  provided  in  tables  depicting  long  periods  of 
time,  regulated  parties  should  provide  tables  electronically  in  spreadsheet  formats 
(either  Microsoft  Excel  or  Corel  Quattro  Pro  accepted)  with  all  formulas  accessible 
and  active.  Please  refer  to  Appendix  H  for  further  details. 

6.4.4  All  data  and  estimates  provided  in  the  Financial  Assurance  Proposal  will  be  reviewed 
to  ensure: 

a)  Reasonableness; 

b)  Completeness,  in  that  all  activities  and  associated  costs  have  been  included  in  the 
submission  to  address  the  conditions  or  terms  of  an  order  or  approval; 

c)  Appropriateness  of  financial  parameters  (inflation  and  discount  rates);  and 

d)  Accuracy  of  computations. 

6.4.5  If  a  Financial  Assurance  Proposal  with  required  cost  estimates  and  proposed 
Financial  Assurance  amounts  is  not  submitted  with  a  new  approval  application,  the 
application  should  be  returned  to  the  regulated  party. 

6.4.6  If  an  updated/revised  Financial  Assurance  Proposal  for  an  existing  account  is  not 
submitted  within  the  required  time  period,  e.g.,  3  to  5  years  depending  on  the  type  of 
facility,  Ministry  staff  may  initiate  appropriate  enforcement  actions  to  elicit 
submission  of  a  new  Financial  Assurance  Proposal. 

6.4.7  If  an  existing  operator  refuses  to  provide  a  Financial  Assurance  Proposal  and/or  the 
required  Financial  Assurance  amount  as  per  an  order  or  approval,  Ministry  staff  must 
initiate  appropriate  enforcement  actions. 

6.5  Estimating  Financial  Assurance  when  the  planning  period  is  less  than  four  years 

or  when  there  is  no  known  future  date  for  closure,  clean-up  or  remediation 
expenditures  (No  discounting) 

6.5.1  The  following  types  of  activities  and  facilities  from  Section  4  would  normally  have 

planning  periods  of  less  than  four  years  and/or  the  future  date  for  closure,  clean-up  or 
remediation  expenditures  is  not  known: 

a)    Private  transfer  stations  and  private  waste  processing  sites  (Section  6.5.5); 
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b)  Private  waste  management  (haulage)  systems  which  carry  wastes  (Section 
6.5.6); 

c)  Private  used  tire  storage  or  disposal  facilities  which  contain  more  than  5,000 
tire  units  (refer  to  Section  6.5.5  and  A.3  in  Appendix  A); 

d)  Regulation  352  -  Mobile  PCB  Destruction  Facilities  (Section  6.5.7); 

e)  PCB  storage  sites  established  in  accordance  with  written  Director's 
instructions  under  Regulation  362  -  Waste  Management  -  PCBs.  The 
Financial  Assurance  procedures  also  apply  to  other  waste  materials  stored  on 
site  (Section  6.5.8); 

f)  Approvals  under  section  53,  OWRA  including  private  communal  sewage 
systems  and  sewage  works  in  unorganized  or  organized  areas  without  a 
municipal  government  agency  agreement  to  take  over  the  system  (Section 
6.5.9); 

g)  Approvals  under  section  9,  EPA  (Section  6.5. 10); 

h)   Approvals  for  operations  which  discharge  into  surface  waters  subject  to 
section  53,  OWRA  (Section  6.5.11); 

i)    Permits  to  take  water  under  section  34,  OWRA  (Section  6.5. 12); 

j)    Orders  to  undertake  industrial  abatement  programs  under  section  18,  EPA 
(Section  6.5.13); 

k)   Orders  to  require  decommissioning  and  remediation  of  contaminated  sites 
(Section  6.5.14);  and 

1)    Orders  involving  storage  of  subject  wastes  under  Regulation  347  (Section 
6.5.15). 

6.5.2  When  computing  Financial  Assurance  for  these  types  of  facilities  and  activities,  costs 
required  to  comply  with  all  conditions  and  requirements  in  an  order  or  approval 
should  not  be  discounted. 

6.5.3  Financial  Assurance  for  these  types  of  activities  or  facilities  may  include  contingency 
costs.  Contingency  costs  may  be  explicit  estimates  of  one-time  or  recurring  cost 
elements  or  they  can  be  estimates  of  between  e.g.,  10  to  15%.  Reasons  should  be 
entered  in  the  file  if  contingency  costs  are  not  required. 

6.5.4  Upon  request,  Financial  Assurance  for  these  activities  or  cases  may  be  returned  or 
reduced  dollar  for  dollar  as  the  project  is  completed  and  the  regulated  party  provides 
evidence  that  money  has  been  spent  and  that  part  of  the  Financial  Assurance  is  not 
required  in  respect  of  the  works. 
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6.5.5  Private  transfer  stations  and  private  waste  processing  sites  (See  also  A.l  in 

Appendix  A) 

6.5.5.1  Financial  Assurance  to  be  provided  for  these  facilities  is  equal  to  the  total  cost  of 
removing,  transporting  and  disposing  of  any  materials  left  on  site  if  the  owners  or 
operators  cease  operations  for  any  reason  and  could  not,  or  would  not,  clean  up  the 
site. 

6.5.5.2  The  amount  of  Financial  Assurance  required  is  equal  to: 

a)  100%  of  the  cost  of  loading,  hauling  and  disposing  of  all  the  material  to  a  licensed 
disposal  facility;  plus 

b)  100%  of  the  cost  of  site  remediation  activities  such  as  construction  of  a  security 
fence  if  the  site  is  abandoned;  plus 

c)  Contingency  cost  =  10  to  15%  of  the  total  removal,  disposal  and  remediation 
activities. 

6.5.5.3  Financial  Assurance  for  these  facilities  may  be  computed  with  the  following  formula: 

FA  =    [(MW  x  %!  x  uCil)  +  (MW  x  %,  x  UCm)  +  (MW  x  °/01  x  UCm)  +  (MW  x 

%2  x  UC2L)  +  (MW  x  %2  x  UC2H)  +  (MW  x  %2  +  UC2D)  + +  (MW  x  %n  x  UCnL) 

+  (MW  x  %n  x  UC„H)  +  (MW  x  %n  x  UCnD)]  +  [REM]  +  [CON] 

where, 

FA  =    Financial  Assurance 

MW     =    Maximum  allowable  waste  for  site 

%i,2,  ...,n     =    Per  cent  of  different  types  of  waste  (1,  2,  3,  ...,  n)  that  may  be  subject 
to  different  costs 

UCnL,  h,  d    =    Unit  Cost  of  Loading,  Hauling  or  Disposal  for  each  type  of  waste,  1,2, 
3,  ...,  n 

REM    =     Other  remediation  costs  such  as  fences,  building  demolition 

CON    =     Contingency  costs  or  (Loading  +  Hauling  +  Disposal  +  REM  costs)  x 
(10... 15%  depending  on  uncertainty  of  other  cost  estimates) 

6.5.5.4  If  conditions  in  the  certificate  of  approval  require  actions  to  prevent  potential  off-site 
contamination  arising  from  operation  of  the  site,  the  costs  of  these  actions  should  be 
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estimated.  It  would  be  prudent  to  obtain  Financial  Assurance  for  these  actions  until 
the  owner  provides  evidence  that  the  actions  have  been  completed. 

6.5.5.5        Financial  Assurance  for  the  above-noted  cost  items  should  be  obtained  by  the 

Program  Director  before  the  commencement  of  operations  or  as  otherwise  required 
by  the  Program  Director. 

6.5.6  Private  waste  management  (haulage)  systems  which  carry  wastes  (See  also  A.2  in 
Appendix  A) 

6.5.6. 1  Financial  Assurance  should  be  provided  by  haulers  of  biomedical  and  PCB  wastes. 
Haulers  of  any  other  waste  material  which  satisfy  one  or  more  of  the  criteria  in 
Section  4.4  paragraph  a)  should  also  provide  Financial  Assurance  in  order  to  pay  for 
potential  costs  such  as  the  clean-up  and  disposal  of  contaminated  soil  or  debris  from  a 
spill  or  fire.  As  per  the  Guide  for  Applying  for  Approval  of  a  Waste  Management 
System,  which  may  be  obtained  from  the  Environmental  Assessment  and  Approvals 
Branch  of  the  Ministry  of  the  Environment,  a  Financial  Assurance  amount  of  at  least 
$50,000  is  required  for  biomedical  waste  haulers  and  at  least  $100,000  is  required  for 
PCB  haulers.  The  procedures  and  input  data  for  arriving  at  these  predetermined 
dollar  amounts  should  be  reviewed  every  five  years  by  staff  to  assess  sufficiency. 

6.5.6.2  For  haulers  of  any  other  material  for  which  Financial  Assurance  may  be  required,  the 
amount  should  be  equal  to  100%  of  the  estimated  costs  of  cleaning  up,  hauling  away 
and  disposing  of  debris  and  contaminated  soil  from  a  spill  or  upset  involving  the 
largest  vehicle  owned  by  the  regulated  party. 

6.5.7  Regulation  352  -  Mobile  PCB  Destruction  Facilities  (See  also  A.4  in  Appendix  A) 

6.5.7.1        Mobile  PCB  destruction  facilities  with  approvals  under  Regulation  352  should 
provide  the  following  predetermined  amounts  of  Financial  Assurance: 

a)  $50,000  for  each  Class  1  mobile  PCB  destruction  facility  waste  disposal  site,  and 

b)  $50,000  for  each  Class  2  mobile  PCB  destruction  facility  waste  management 
system  (hauler). 

The  procedure  for  arriving  at  these  predetermined  amounts  should  be  reviewed  every 
five  years  by  staff  to  assess  sufficiency.  These  amounts  may  be  adjusted  from  time  to 
time. 
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6.5.8  PCB  storage  sites  established  in  accordance  with  written  Director's  instructions 
under  Regulation  362  -  Waste  Management  -  PCBs 

6.5.8.1  Financial  Assurance  for  PCB  storage  facilities  should  equal  100%  of  the  total  one- 
time capital  costs  of  removing  the  total  allowable  capacity  of  the  PCBs  to  a  licensed 
destruction  facility  plus  the  charges  for  destroying  all  of  the  PCBs  in  the  facility. 

6.5.8.2  The  procedure  noted  in  Section  6.5.8.1  applies  to  regulated  parties  that  store  or  bury 
other  waste  materials  such  as  ash,  tailings  or  sludge  on  their  own  properties.  Annual 
cash  payments  or  annual  increases  in  non-cash  forms  may  be  allowed  for  these 
facilities  so  long  as  the  operator  complies  fully  with  the  Ontario  Regulation  232/98 
conditions.  In  any  event,  the  full  amount  of  Financial  Assurance  must  be  provided  at 
least  one  year  before  the  site  is  closed. 

6.5.9  Approvals  under  section  53,  OWRA  including  private  communal  sewage  systems 
and  sewage  works  in  unorganized  or  organized  areas  without  a  municipal 
government  agency  agreement  to  take  over  the  system  (See  also  A.6  in  Appendix 

A) 

6.5.9.1        The  amount  of  Financial  Assurance  required  should  be  equal  to  100%  of  three  years 
of  undiscounted  operating  costs  plus  15%  of  the  capital  costs  sufficient  to  provide 
funds  for  upgrading  or  clean-up  that  may  be  required  after  a  default  and  for  temporary 
operation  by  the  Ministry  until  a  municipality  or  another  local  organization  takes  over 
operations. 

6.5.10  Approvals  under  section  9,  EPA  (See  also  A.7  in  Appendix  A) 

6.5.10.1      Financial  Assurance  should  be  calculated  as  follows: 

a)  For  specific  abatement  actions  that  contain  deadlines,  the  amount  of  Financial 
Assurance  would  be  100%  of  the  capital  and  all  recurring  costs  to  implement  all 
abatement  requirements; 

b)  For  the  storage  of  subject  waste  materials  from  air  pollution  control  equipment, 
the  amount  of  Financial  Assurance  would  be  100%  of  the  estimated  cost  to 
remove  the  subject  waste  from  the  site  and  dispose  of  it  in  accordance  with 
Ministry  standards; 

c)  For  equipment  used  in  the  mobile  in-situ  chemical  oxidation  process,  the  amount 
of  Financial  Assurance  would  be  based  on  the  number  of  sites  being  operated 
under  the  certificate  of  approval,  or  some  other  basis  deemed  acceptable  by  the 
Program  Director;  and 

d)  Where  the  compliance  projects  are  to  be  completed  within  four  years,  the  amount 
of  Financial  Assurance  should  be  100%  of  the  estimated  one-time  (capital)  costs 


21 


Financial  Assurance  Guideline  June  2011 


of  replacing  the  air  pollution  control  equipment  with  back-up  control  equipment 
that  is  known  to  control  the  emissions  in  question  to  an  acceptable  degree  as 
required  by  the  Program  Director. 

6.5.10.2      Where  the  compliance  projects  are  to  be  completed  within  four  years,  the  amount  of 
Financial  Assurance  would  be  100%  of  the  estimated  one-time  equipment,  removal 
and  installation  costs  of  replacing  the  air  pollution  control  equipment  with  back-up 
control  equipment  that  is  known  to  control  the  emissions  in  question  to  an  acceptable 
degree  as  required  by  the  Program  Director. 

6.5.11  Approvals  for  operations  which  discharge  into  surface  waters  subject  to 
section  53,  OWRA 

6.5. 1 1 . 1  Financial  Assurance  can  be  required  to  ensure  that  compliance  with  the  terms  and 
conditions  of  an  approval  are  achieved  by  a  specified  date. 

6.5. 1 1 .2  Cost  estimates  of  the  required  abatement  or  preventative  systems  and  activities  should 
be  provided  by  the  regulated  party.  If  such  estimates  are  not  submitted,  the  Program 
Director  should  issue  an  order  to  require  that  the  regulated  party  provide  these 
estimates.  The  issuing  Program  Director  should  confer  with  the  Economic  Analysis 
Section  regarding  the  kind  of  cost  data  and  other  information  that  should  be  specified 
in  the  order  and  obtained  from  the  regulated  party. 

6.5. 1 1 .3  Financial  Assurance  would  normally  be  equal  to  100%  of  the  capital  costs  of 
implementing  the  required  abatement  or  prevention  systems.  If  costs  are  to  be 
incurred  over  four  or  more  years,  the  recommended  amount  of  Financial  Assurance  is 
equal  to  the  present  value  of  capital  and  other  one-time  costs,  plus  the  total  annual 
recurring  costs  for  the  entire  period. 

6.5.12  Permits  to  take  water  under  section  34,  OWRA  (See  also  A.9  in  Appendix  A) 

6.5. 12. 1  Financial  Assurance  may  be  applied  to  permits  to  take  water  (PTTWs)  where  there  is 
evidence  that  a  water  taking  by  a  permit  holder  could  cause  adverse  external  effects  to 
other  water  users.  In  cases  where  water  taking  under  a  PTTW  are  expected  to  cause 
external  effects  (such  as  depletion  of  neighbouring  wells  or  excessive  reduced  stream 
flows),  the  PTTW  will  normally  not  be  issued  until  actions  or  adjustments  are  made 
to  prevent  adverse  effects.  However,  in  some  circumstances,  such  as  a  temporary 
dewatering  project,  the  Program  Director  may  issue  the  PTTW  with  the  condition  of 
Financial  Assurance. 

6.5.12.2  The  amount  of  Financial  Assurance  required  for  such  cases  would  be  100%  of  any 
one-time  or  capital  costs  plus  100%  of  the  recurring  costs  of  an  acceptable  method  of 
providing  alternative  water  supplies  over  an  agreed-to  period  of  time  to  all  potential 
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parties  who  would  be  adversely  affected.  The  time  period  for  these  estimates  should 
be  a  minimum  of  two  years,  or  for  a  period  deemed  appropriate  by  the  Program 
Director,  with  reasons. 

6.5. 12.3      The  planning  period  should  be  determined  with  input  from  the  PTTW  applicant,  other 
potentially  affected  water  users  and  Ministry  experts. 

6.5.13  Orders  to  undertake  industrial  abatement  programs  under  section  18,  EPA  (See 
also  A.  10  in  Appendix  A) 

6.5.13.1  Financial  Assurance  may  be  required  as  a  condition  of  an  order  to  ensure  that: 

a)  Sufficient  funds  for  compliance  are  available,  and 

b)  Compliance  is  achieved  by  the  agreed-to  deadline. 

6.5.13.2  Financial  Assurance  should  be  equal  to  100%  of  the  one-time  equipment, 
engineering,  installation  costs  of  implementing  the  required  air  or  water  pollution 
abatement  or  preventative  systems.  The  implementation  costs  are  to  include 
contingency  costs. 

6.5.13.3  Financial  Assurance  for  these  types  of  facilities  should  be  retained  until  all  work 
required  to  fulfill  the  terms  and  conditions  of  the  order  is  completed  and  inspected. 
However,  Financial  Assurance  funds  may  be  returned  or  released  in  stages  as  work  is 
completed  and  invoices  submitted.  Ministry  staff  must  be  satisfied  that  other  part  of 
the  Financial  Assurance  returned  or  released  is  not  required  in  respect  of  the  works. 
Ministry  staff  should  review  Financial  Assurance  balances  and  estimated  remaining 
expenditures  every  six  months  to  ensure  that  the  Financial  Assurance  balance  is 
sufficient. 

6.5. 13.4  For  example,  an  industrial  sewage  or  water  pollution  abatement  compliance  project 
that  is  mandated  by  an  order  will  take  three  years  to  complete.  Financial  Assurance 
required  would  be  equal  to  100%  of  the  total  capital  cost  of  the  compliance  activities 
plus  contingency  costs.  Equipment  and  installation  costs  total  $15  million.  Financial 
Assurance  would  thus  amount  to  $15  million  plus  an  additional  $1.5  to  $2.24  million 
for  contingencies,  to  arrive  at  a  total  Financial  Assurance  amount  of  $16.5  to  $17.24 
million. 

6.5.14  Orders  to  require  decommissioning  and  remediation  of  contaminated  sites  (See 
also  A.  11  in  Appendix  A) 

6.5.14.1      An  order  that  requires  decommissioning  and  remediation  of  a  contaminated  site  may 
also  include  conditions  to  require  Financial  Assurance.  Financial  Assurance  should 
be  required  where  one  or  more  of  the  criteria  noted  in  Section  4.4  paragraph  a)  apply. 
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It  is  presumed  that  such  a  site  will  be  remediated  so  that  the  site  may  be  used  for  new 
construction  or  other  purposes. 

6.5.14.2  The  amount  of  Financial  Assurance  should  be  equal  to  100%  of  the  one-time  capital 
costs  for  decommissioning  and  remediation  to  bring  the  site  into  compliance  with  the 
terms  and  conditions  of  the  order  and  local  zoning  by-laws.  Cost  estimates  should  be 
made  under  the  assumption  that  the  work  will  be  carried  out  by  a  third  party 
contractor. 

6.5. 14.3  The  requirement  to  estimate  costs  of  the  above-noted  activities  and  to  report  them  to 
the  Program  Director  should  be  specified  as  conditions  in  the  order. 

6.5.15       Orders  involving  storage  of  subject  wastes  under  Regulation  347  (See  also  A.12  in 
Appendix  A) 

6.5.15.1      Financial  Assurance  to  be  provided  for  these  facilities  is  equal  to  the  total  cost  of 
removing,  transporting  and  disposing  of  any  materials  left  on  site  if  the  owners  or 
operators  ceased  operations  for  any  reason  and  could  not,  or  would  not,  clean  up  the 
site.  For  purposes  of  Financial  Assurance,  these  types  of  sites  are  similar  to  those 
noted  in  Section  6.5.5  above. 

6.6  Payment  schedules  for  short-term  (less  than  four  years  or  when  there  is  no 

known  future  date  for  closure,  clean-up  or  remediation  expenditures)  cases 

6.6. 1  Payment  schedules  refer  to  the  total  time  period  over  which  regulated  parties  are  to 
provide  the  Financial  Assurance  to  the  Ministry  in  an  appropriate  form. 

6.6.2  Normally,  for  all  the  above-noted  types  of  "short-term"  cases  or  projects,  100%  of  the 
total  amount  of  required  Financial  Assurance  should  be  provided  to  the  Ministry 
before  the  commencement  of  operations  or  as  otherwise  directed  by  the  Program 
Director. 

6.6.3  In  the  case  of  waste  processing  and  transfer  facilities,  if  the  facility  begins  operating 
below  its  approved  capacity,  the  Program  Director  may  allow  the  regulated  party  to 
submit  only  a  portion  of  the  required  Financial  Assurance  that  is  in  proportion  to  the 
amount  of  material  that  is  brought  on  site  during  the  beginning  months  of  operation. 
It  is  recommended  that  audits  of  quantities  on  site  and  adjustments  of  Financial 
Assurance  payments/deposits  for  such  establishments  be  conducted  quarterly. 

6.6.4  Elements  of  the  payment  schedule  should  be  specified  as  conditions  in  an  order  or 
approval.  Reasons  for  obtaining  less  than  100%  of  total  Financial  Assurance  for  any 
case  or  project  should  be  noted  in  the  order  or  approval  and  in  a  note  to  file. 
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6.6.5  If  the  Program  Director  chooses  to  withhold  an  approval  until  the  Financial 

Assurance  is  received: 

a)  The  Program  Director  may  send  a  copy  of  the  draft  approval  to  the  proponent  and 
explain  that  the  approval  is  ready  to  be  issued  when  Financial  Assurance  is 
provided  under  the  proposed  Financial  Assurance  conditions.  If  Financial 
Assurance  is  not  provided,  the  Program  Director  can  refuse  to  issue  the  approval, 
or 

b)  A  condition  of  the  approval  may  state  that  a  waste  disposal  or  processing  facility 
cannot  start  receiving  waste  until  the  applicant  provides  Financial  Assurance  in 
accordance  with  relevant  conditions. 

6.7  Estimating  Financial  Assurance  when  the  planning  period  is  four  or  more  years 

or  when  there  is  a  known  future  date  for  closure,  clean-up  or  remediation 
expenditures 

6.7.1  Where  the  planning  period  of  an  order  or  approval  is  four  or  more  years  or  when  there 
is  a  known  future  date  for  closure,  clean-up  or  remediation,  discounting  of  future 
costs  is  permitted.  This  means  that  regulated  parties  can  provide  an  initial  amount  of 
Financial  Assurance  that  can  grow  by  means  of  interest  paid  on  cash  deposits  or 
through  annual  increases  in  non-cash  forms  until  the  balance  reaches  the  amount 
needed  for  the  specified  compliance  activities  in  the  future. 

6.7.2  For  a  landfill,  the  costs  of  closure  and  post-closure  monitoring  and  maintenance  of  a 
site  that  will  be  incurred  in  future  years  can  be  discounted  using  procedures  discussed 
in  this  Section.  The  sum  of  these  future,  discounted  costs  is  the  present  value  (PV) 
and  is  equal  to  part  of  the  Financial  Assurance  that  would  be  required.  Financial 
Assurance  is  also  required  for  contingency  costs.  The  PV  of  future  closure  or  post- 
closure  costs  and  the  Financial  Assurance  for  contingency  costs  are  summed  to  derive 
the  total  Financial  Assurance  amount. 

6.7.3  The  types  of  approvals  or  activities  which  may  involve  planning  periods  of  four  years 
or  longer  or  when  future  costs  will  be  required  by  a  certain  date  include: 

a)  Private  municipal  waste  landfilling  sites  (Section  6.7.7); 

b)  Incineration  facilities  including  sites  burning  waste  derived  fuels  (WDF)  for 
which  future  decommissioning  expenses  must  be  incurred  (Section  6.7.8); 

c)  Industrial  and  milling  activities  that  generate  tailings  or  ash,  section  53,  OWRA 
(Section  6.7.9); 

d)  Sewage  works  that  generate  waste  materials  (sludges)  that  are  stored  and  remain 
on  the  site  until  and  after  decommissioning,  section  53,  OWRA  (Section  6.7.10); 
and 
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e)    Industrial  abatement  programs,  section  18,  EPA  (Section  6.7. 11). 

6.7.4  The  generic  procedure  and  steps  to  compute  Financial  Assurance  for  these  types  of 
orders,  approvals  and  activities  are  listed  below.  Further  information  and 
explanations  about  each  step  are  presented  in  subsequent  sections  and  appendices  of 
this  Guideline. 

a)  Produce  documented  estimates  of  all  relevant  one-time  and  recurring  cost  items; 

b)  Provide  a  schedule  of  the  entire  planning  period  showing  the  years  when  each 
cost  item  is  to  be  incurred.  Planning  periods  vary  by  facility: 

i)    For  landfills,  planning  period  is  equal  to  the  operating  period  of  the  facility 
plus  the  contaminating  life  span  of  the  landfill  after  closure; 

ii)   For  private  incinerators,  the  planning  period  includes  the  construction, 
operation  and  ultimate  decommissioning  of  the  facility; 

iii)  For  industrial  and  milling  activities  that  generate  tailings  or  ash,  the  planning 
period  is  similar  to  the  landfill  planning  period  stated  in  i)  above; 

iv)  For  sewage  treatment  facilities  that  generate  waste  materials  such  as  sludges 
that  are  stored  and  remain  on  the  site  until  and  after  decommissioning,  the 
planning  period  is  similar  to  the  landfill  planning  period  stated  in  i)  above; 
and 

v)   For  orders  that  require  water  or  air  pollution  abatement  programs,  the 

planning  period  starts  with  the  date  that  the  order  is  issued  and  ends  with  the 
last  completion  deadline  specified  in  the  order.  Completion  means  that  the 
Program  Director  has  agreed  that  compliance  with  the  order  is  satisfactory; 

c)  Using  inflation  rates  specified  below  in  Sections  6.7.6.2  and  6.7.6.3  to  inflate  all 
cost  items  annually  until  the  cost  items  are  no  longer  incurred; 

d)  Discount  each  cost  item  back  to  a  pre-specified  base  year  using  discount  rates 
indicated  below  in  Sections  6.7.6.4  and  6.7.6.5; 

e)  The  base  year  for  landfills  which  are  subject  to  Ontario  Regulation  232/98  will  be 
the  year  when  the  landfill  closes.  The  base  years  for  other  types  of  activities  must 
be  defined  in  the  order  or  approval;  and 

f)  Sum  the  PVs  for  closure  and  post-closure  and  maintenance  costs  and  the  Financial 
Assurance  for  contingency  costs  to  derive  the  total  Financial  Assurance  required. 

6.7.5  The  estimates  and  computations  described  in  Section  6.7.4  should  be  provided  to  the 
Ministry  in  spreadsheet  formats  so  that  all  relevant  formulas  are  clearly  revealed. 
Microsoft  Excel  or  Corel  Quattro  Pro  platforms  are  acceptable.  Documentation  for 
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all  estimates  of  one-time  and  recurring  cost  items  should  also  be  provided.  Appendix 
H  presents  an  example  of  such  documentation  and  spreadsheets  for  a  landfill  site. 

6.7.6         Inflation  and  discount  rates  and  procedures 

6.7.6.1  For  landfill  sites  that  began  operation  after  August  1,  1998  and  where  the  total  waste 
disposal  volume  is  over  40,000  cubic  metres,  the  annual  inflation  rate  shall  be  derived 
using  the  base  year  of  1997  and  the  most  recent  available  Annual  Average  Non- 
Residential  Building  Construction  Price  Index  for  Toronto  (NRCPIT)  published  by 
Statistics  Canada,  Catalogue  62-007.  This  benchmark  index  is  specified  by  Ontario 
Regulation  232/98.  The  NRCPIT  can  also  be  obtained  from  the  Statistics  Canada 
website.  The  procedures  are  presented  in  Appendix  K.  The  NRCPIT  is  used  in  the 
procedure  for  computing  annual  inflation  rates  between  1997  and  the  most  recent 
available  index  value  presented  in  Section  6.7.6.2. 

The  Consumer  Price  Index  is  not  acceptable  for  Financial  Assurance  calculations. 
Average  inflation  rates  over  prior  years  are  also  not  acceptable.  (See  also 
Section  6.7.6.7) 

6.7.6.2  To  compute  the  annual  inflation  rate  percentage  used  to  inflate  cost  items  for 
Financial  Assurance  purposes: 

a)  Subtract  the  most  recent  published  annual  average  Non-Residential  Building 
Construction  Price  Index  for  Toronto  (NRCPIT)  from  the  1997  NRCPIT, 

b)  Divide  by  the  1997  NRCPIT,  and 

c)  Divide  the  result  by  the  number  of  years  between  most  recent  year  and  1997 
plus  1  to  obtain  the  annual  average  per  cent  change. 

For  example, 

2003  NRCPIT  =     123.8 

1997  NRCPIT  =     100 

inflation  rate    =     [(2003  NRCPIT  -  1997  NRCPIT)  -  1997  NRCPIT]  -  (2003  -  1997 

+  1) 

=    [(123.8  -  100)  -  100]  -s-  (2003  -  1997  +  1) 

=    [23.8  -100]  h-7 

=     0.034  or  3.4%  per  year 
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6.7.6.3  Costs  are  inflated  from  year  to  year  by  means  of  the  following  formula  applied 
iteratively: 

F(n+1)=     C(n)x(l+i)n 

where, 

n     =    year  0,  1,  2,  3,  ...,  N 

year  0  =    base  year  =  year  when  project  is  initiated 

N    =     final  year  of  planning  period 

F(n+1)  =     future  capital  and  operating  costs  in  year  n+1 

C(n)     =     annual  capital  and  operating  costs  expended  in  year  n;  initial  capital  and 
operating  costs  expended  in  year  n  =  0 

i     =     inflation  rate  derived  from  NRCPIT 

When  inflating,  base  year  is  equal  to  n  =  year  0  of  the  planning  period  but  for  all 
other  purposes,  the  base  year  is  equal  to  n+1  =0+1  =  year  1  of  the  planning  period.  If 
the  annual  expenditures  are  expected  to  be  incurred  each  year  through  the  last  year  of 
the  planning  period  (which  is  equivalent  to  the  last  year  of  the  contaminating  life 
span),  then  the  expenditures  should  be  inflated  until  the  last  year  of  the  planning 
period,  which  is  equal  to  N-l  for  inflating  purposes,  but  for  all  other  purposes,  the  last 
year  is  equal  to  N.  N  is  defined  as  the  final  year  of  the  planning  which  is  also  the 
final  year  of  the  contaminating  life  span. 

For  example,  using  the  inflation  rate  derived  in  Section  6.7.6.2  above,  and  a 
Cost(n)  =  $1,000,  the  inflated  cost  over  three  years  would  amount  to: 

First  year:  F(0+1)  =  $1,000  x  (1.034)°  =  $1,000     current  dollars  therefore,  no 
inflation 

Second  year:    F(l+1)=  $1,000  x  (1.034)1  =  $1,034 

Third year:F(2+l)=  $1,000  x  (1.034)2  =  $1,069 

6.7.6.4  Except  where  discount  rates  are  specified  by  regulation,  price  indices  or  interest  rates 
used  to  derive  discount  rates  for  the  purposes  of  Financial  Assurance  calculations 
must  be  based  on  the  most  recent  available  published  values  of  the  relevant 
benchmark  indices  or  interest  rates.  Current  (nominal),  as  opposed  to  constant  (real), 
discount  rates  are  to  be  used.  Regulated  parties  should  use  the  most  recent  available 
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published  Government  of  Canada  Benchmark  Bond  Yields:  Long-Term  (which  may 
be  found  in  the  Bank  of  Canada  website,  www.bankofcanada.ca)  for  Financial 
Assurance  discounting  computations.  Averages  of  these  interest  rates  over  prior 
years  are  not  acceptable.  Real  discount  rates  or  "spreads"  between  interest  and 
inflation  rates  are  not  appropriate  for  Financial  Assurance  computations  described  in 
this  Guideline. 

If  rates  from  sources  other  than  those  cited  in  this  Guideline  are  proposed,  they 
should  be  published  and  accessible  to  the  proponent  and  the  Ministry. 

6.7.6.5  Costs  in  a  given  year  may  be  discounted  with  the  following  procedure: 

P V  Cost(n+ 1 )  =    Hsum  of)  [F(n)  +  ( 1  +r)n] 

where, 

n     =    yearO,  1,2,  3,4,  5,  ...,N 

year  0  =    base  year:  in  the  case  of  landfills,  year  of  site  closure,  when  discounting 

year  N  =     final  year  of  planning  period  (or  of  contaminating  life  span  for  landfills) 

F(n)      =     future  (inflated)  capital  and  operating  costs 

PV  Cost(n+l)  =    present  value  of  future  capital  and  operating  costs  in  year  n+1 

r     =     discount  rate 

For  example,  the  PV  of  $1,000  in  year  10  at  a  5%  discount  rate: 

PV  Cost(9+l)  =     $1,000  ■*■  (1.05)9 

=    $1,000-  1.55133 

=     $645 

The  sum  of  the  PVs  is  expressed  by: 

Cost(0+1)  -  (l+r)°  +  Cost  (1+1)  +  (1+r)1  +  Cost(l+2)  +  (1+r)2  +  Cost(l+3)  -  (1+r)3  + 
+  Cost(n+l)-(l+r)n 

When  discounting,  year  of  closure  is  equal  to  n  =  year  0  of  the  contaminating  life 
span  but,  for  all  other  purposes,  it  is  equal  to  year  n+1  =0+1  =  year  1  of  the 
contaminating  life  span.  Therefore,  the  last  year  of  the  contaminating  life  span  is 
equal  to  N-l  when  discounting,  but  for  all  other  purposes,  the  last  year  is  equal  to  N. 
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N  is  defined  as  the  final  year  of  the  contaminating  life  span  which  is  also  the  final 
year  of  the  planning  period. 

6.7.6.6  Inflation  and  discount  rates  are  generally  used  as  constants  over  the  entire  planning 
period  for  the  facility.  However,  these  rates  will  actually  vary  over  time.  Therefore, 
it  is  advisable  to  review  and  update  these  rates  and  recalculate  required  Financial 
Assurance  every  three  years. 

6.7.6.7  Most  recent  published  inflation  and  discount  rates  or  indices  are  recommended  for 
Financial  Assurance  computations  because: 

a)  They  are  most  readily  available  to  all  parties  and  they  are  more  likely  to 
incorporate  recent  market  expectations  than  would  averages  of  past  rates  or 
indices; 

b)  Real  discount  rates  or  "spreads"  are  not  appropriate  for  the  two-step  inflation- 
discount  procedure  used  for  Financial  Assurance;  and 

c)  Using  the  same  benchmark  inflation  and  discount  rates  and  indices  for  all 
regulated  parties  provides  for  a  level  playing  field  among  regulated  parties. 

6.7.7         Private  municipal  waste  landfilling  sites  (See  also  A.13  in  Appendix  A) 

6.7.7.1  Financial  Assurance  requirements  for  private  sector  landfill  sites  should  follow 
Ontario  Regulation  232/98  -  Landfilling  Sites  when: 

a)  The  site  came  into  existence  on  or  after  August  1,  1998  and  was  intended,  at  the 
time  it  came  into  existence,  to  have  a  total  waste  disposal  volume  of  more  than 
40,000  cubic  metres  and  to  accept  only  municipal  waste  for  disposal; 

b)  The  site  is  being  altered,  enlarged  or  extended  on  or  after  August  1,  1998  so  that, 
after  alteration,  the  site's  total  waste  disposal  volume  will  exceed  40,000  cubic 
metres  and  will  accept  only  municipal  waste  for  disposal;  and 

c)  Where  a  landfill  is  subject  to  Ontario  Regulation  232/98,  the  amount  of  Financial 
Assurance  to  be  provided  should  be  equal  to  the: 

i)    present  value,  at  the  estimated  date  of  closure,  of  the  costs  of  planned  closure 
for  the  largest  area  that  will  require  final  cover, 

ii)  present  value  of  post-closure  care  for  the  entire  area  of  the  site  for  the  entire 
duration  of  the  contaminating  life  span  of  the  facility,  and 

iii)  contingency  costs  for  the  entire  area  of  the  site.  A  numerical  example  is 
presented  in  Appendix  H. 

6.7.7.2  Financial  Assurance  for  a  landfill  site  that  has  a  total  waste  volume  less  than  40,000 
cubic  metres,  or  has  been  operating  before  August  1,  1998  may,  at  the  discretion  of 
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the  Program  Director,  be  based  on  technologies  and  procedures  that  differ  from  those 
specified  in  Ontario  Regulation  232/98.  These  alternative  procedures  are  noted  in 
Section  6.7.7.9. 

6.7.7.3  Subject  to  Ontario  Regulation  232/98,  cost  items  include  one-time  (capital)  and 
recurring  (annual)  costs  for: 

a)  Planned  closure; 

b)  Post-closure  monitoring,  security,  care  and  maintenance;  and 

c)  Contingency  costs. 

The  planning  period  consists  of  the: 

a)  Remaining  operating  period  of  the  landfill  plus; 

b)  Post-closure  contaminating  life  span  of  the  landfill  (25  years  minimum). 

6.7.7.4  Ontario  Regulation  232/98  states  that,  if  a  landfill  operator  covers  and  landscapes 
each  filled  portion  of  the  landfill  within  five  years,  it  does  not  have  to  provide 
Financial  Assurance  for  planned  closure.  This  privilege  should  be  granted  with  care 
until  regulated  parties  actually  demonstrate  this  behaviour. 

6.7.7.5  If  filled  portions  of  a  site  are  not  covered  and  landscaped  properly  within  five  years, 
Financial  Assurance  should  be  required  for  the  planned  closure  of  the  largest  area  that 
will  require  final  cover  at  any  one  time  during  the  entire  operation  of  the  site 
(including  the  costs  of  final  cover  and  landscaping). 

6.7.7.6  Steps  to  calculate  Financial  Assurance  amount  for  a  typical  landfill  according  to 
Ontario  Regulation  232/98  include: 

(The  following  steps  are  illustrated  by  the  example  in  Appendix  H  -  Spreadsheet 
Template  for  Calculating  Financial  Assurance  Amounts  for  a  Typical  Landfill  Site, 
According  to  Ontario  Regulation  232/98.) 

a)  Confirm  the  first  year  of  the  planning  period; 

b)  Determine  the  remaining  number  of  operating  years,  total  capacity  of  landfill  and 
annual  fill  rate; 

c)  Determine  year  of  closure  and  post-closure  contaminating  life  span  (minimum 
25  years); 

d)  Generate  estimates  for  all  one-time  (capital)  and  recurring  cost  items  associated 
with  planned  closure  and  post-closure  maintenance  and  monitoring  activities  in 
current  dollars.    Planned  closure  cost  estimates  should  be  based  on  the  largest 
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area  that  will  require  final  cover  at  any  one  time  during  the  operation  of  the  site, 
including  the  costs  of  final  cover  and  landscaping; 

e)  Inflate  each  cost  item  up  to  the  last  year  the  cost  will  be  incurred.  All  closure 
costs  will  typically  be  incurred  during  the  year  of  closure.  Post-closure  care  and 
maintenance  costs  will  be  incurred  annually  from  the  year  after  closure  to  the  last 
year  of  the  contaminating  life  span  (minimum  25  years); 

f)  For  illustrative  purposes,  formulae  and  instructions  for  inflating  and  discounting 
cost  items  are  described  in  more  detail  in  Appendix  H; 

g)  Add  all  the  costs  incurred  in  the  year  of  closure.  In  Table  H2,  Appendix  H,  year- 
of-closure  cost  items  are  listed  in  bold  in  the  row  entitled  "Closure  Year  2024." 
The  sum  of  these  values  for  the  year  of  closure  is  shown  in  Column  U, 
"Undiscounted  Future  Expenditures  $'s"; 

h)   For  each  year  between  closure  and  the  final  year  of  the  contaminating  life  span, 
sum  the  care  and  maintenance  expenses.  In  Table  H2,  Appendix  H,  these  total 
post-closure  care  and  maintenance  costs  are  shown  in  Column  U; 

i)     Sum  all  the  costs  listed  in  Column  U  to  arrive  at  the  total  undiscounted  future 
expenditures  of  $7,938,588; 

j)    Compute  the  present  values  (PV)  of  each  annual  total  cost  through  to  the  final 
year  of  the  contaminating  life  span.  The  PVs  of  total  costs  for  each  post-closure 
year  are  shown  in  Column  V,  "Closure  Year  2004  Expenditures  $'s"  in  Table  H2 
in  Appendix  H.  The  present  value  computational  procedures  are  explained  and 
demonstrated  in  Appendix  H; 

k)   Sum  the  PVs  of  total  closure  and  post-closure  costs  incurred  in  each  year  through 
to  the  last  year  of  the  contaminating  life  span.  This  summation  is  shown  at  the 
bottom  of  Column  V  and  totals  $2,958,525  in  the  example  provided.  As  noted, 
the  base  year  for  the  PV  calculations  of  the  total  cost  of  closure  and  post-closure 
costs  is  the  year  of  closure; 

1)    As  per  Ontario  Regulation  232/98,  use  the  following  formula  to  compute  the 
contingency  cost  component  of  Financial  Assurance: 

F    =    $0.50  x  Wx(I2-Ii) 

where, 

F     =    the  amount  of  the  Financial  Assurance  for  contingency  costs. 

W  =    the  number  of  tonnes  of  waste  that  have  been  deposited  in  the  landfilling 
site  at  the  time  the  amount  of  Financial  Assurance  is  calculated. 
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Ii    =    the  1997  Annual  Average  Non-Residential  Building  Construction  Price 
Index  for  Toronto  (NRCPIT),  determined  with  reference  to  the  same  base  year  as 
is  applicable  to  h,  as  published  by  Statistics  Canada,  Catalogue  62-007.  The 
NRCPIT  for  1997  is  100  and  is  the  base  year. 

h    =    the  most  recent  NRCPIT  available  at  the  time  the  amount  of  the  Financial 
Assurance  is  calculated,  as  published  by  Statistics  Canada,  Catalogue  62-007.  For 
example,  the  most  recent  NRCPIT  is  for  the  year  2003  =  123.8  whereas  1997  = 
100. 

Therefore,  contingency  costs  are  accumulated  over  the  operating  period  of  the 
facility.  Accumulated  Financial  Assurance  for  contingency  costs  is  shown  in 
Column  AA,  "Financial  Assurance  Accumulated  for  Contingency  Costs"  in 
Table  H2  in  Appendix  H.  For  example,  the  total  estimated  amount  of  Financial 
Assurance  in  Appendix  H  is  shown  in  Row  26  (2023),  Column  AA  of  Table  H2 
and  amounts  to  $37,140; 

m)  The  Financial  Assurance  amount  to  be  provided  is  equal  to  the  sum  of  the  PVs  of 
the  total  costs  of  closure,  post-closure  care  costs  and  Financial  Assurance  for 
contingency  costs  as  of  the  anticipated  date  of  closure,  in  dollars  current  at  that 
date.  In  the  example  in  Table  H2,  Appendix  H,  this  amount  is  equal  to 
$2,995,665  as  noted  in  Column  AE,  "Total  Cumulative  Financial  Assurance 
Balance";  and 

n)   In  each  subsequent  year  after  Financial  Assurance  has  been  initially  provided, 
payments  must  be  made  to  a  cash  account  or  the  value  of  non-cash  forms  such  as 
letters  of  credit  must  be  increased  each  year  according  to  the  proportion  of  the 
total  waste  that  is  deposited  in  the  landfill  at  the  end  of  each  year.  This  process  is 
repeated  annually  until  the  site  is  filled  to  capacity  or  closed  for  other  reasons. 

6.7.7.7        Where  a  landfill  site  is  already  filled  and  closed  or  has  only  one  or  two  years  of 

capacity  left,  the  Financial  Assurance  amount  is  still  equal  to  the  sum  of  the  PVs  of 
the  total  cost  of  closure,  post-closure  care  and  amounts  for  contingency  costs  as  of  the 
date  of  closure.  However, 

a)  Little  or  no  Financial  Assurance  for  planned  closure  is  required  if  the  operator  has 
closed  and  covered  the  site  during  its  operation.  If  not,  then  all  relevant  closure 
costs  should  be  obtained  as  Financial  Assurance  until  the  site  is  closed  to  the 
satisfaction  of  the  Program  Director; 

b)  Financial  Assurance  for  post-closure  maintenance  and  monitoring  plus 
contingency  costs  should  be  obtained  as  soon  as  possible.  The  amount  for  post- 
closure  maintenance  and  monitoring  that  should  be  provided  is  equal  to  the 
present  value  of  the  total  costs  over  the  contaminating  life  span  of  the  site;  and 
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c)    Contingency  costs  which  would  be  calculated  as  per  Ontario  Regulation  232/98 
and  Section  6.7.7.6,  paragraph  1),  above. 

6.7.7.8  As  per  Ontario  Regulation  232/98,  Financial  Assurance  for  contingencies  may  not  be 
required  for: 

a)  Individual  landfill  sites  if  Financial  Assurance  for  contingency  plans  is  provided 
by  an  approved  group  Financial  Assurance  plan  acceptable  to  the  Program 
Director; 

b)  A  landfilling  site  owned  by  a  municipality  or  the  Crown.  However,  Financial 
Assurance  is  required  of  a  Municipal  Corporation  as  noted  in  Section  3.10;  and 

c)  Landfill  sites  owned  by  a  forest  products  company  if  the  waste  to  be  deposited  at 
the  site  is  predominately  solid,  non-hazardous  process  waste,  such  as  wood  waste, 
effluent  treatment  solids,  hog  fired  boiler  ash,  recycling  process  rejects,  lime  mud, 
grits  or  dregs. 

6.7.7.9  Ontario  Regulation  232/98  is  the  preferred  method  of  calculating  Financial  Assurance 
and  is  mandatory  for  sites  which  have  been  established  on  or  after  August  1,  1998 
with  a  capacity  over  40,000  cubic  metres,  and  those  sites  which  are  altering,  enlarging 
or  extending  on  or  after  August  1,  1998  so  that  after  the  alteration,  enlargement  or 
extension  the  site  will  have  a  capacity  of  over  40,000  cubic  metres.  The  Program 
Director  has  the  discretion  to  require  other  methods  for  calculating  Financial 
Assurance  as  conditions  of  a  certificate  of  approval.  Therefore,  for  landfill  sites  that 
began  operation  before  August  1,  1998  or  are  under  40,000  cubic  metres  capacity,  the 
Program  Director  may  direct  that  Financial  Assurance  be  derived  from  the  costs  of 
emergency  and  planned  closure,  post-closure  and  contingency  activities  described 
below. 

6.7.7.9.1     Cost  items  used  to  calculate  Financial  Assurance  include  one-time  (capital)  and 
recurring  (annual)  costs  for: 

a)  Emergency  closure; 

b)  Post-closure  monitoring,  security,  care  and  maintenance  for  emergency  closure; 

c)  Contingency  costs  for  emergency  closure; 

d)  Planned  closure; 

e)  Post-closure  monitoring,  security,  care  and  maintenance  for  planned  closure;  and 

f)  Contingency  costs  for  planned  closure. 

The  planning  period  consists  of  the: 

a)    Remaining  operating  period  of  the  landfill  plus; 
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b)   Post-closure  contaminating  life  span  of  the  landfill  (25  years  minimum  for  both 
emergency  and  planned  closure  calculations). 

6.7.7.9.2  Emergency  Closure 

a)  Emergency  closure  means  that  a  site  is  closed  prior  to  the  planned  closure  date  for 
some  reason.  For  emergency  closure  estimates,  the  filled  area  to  be  covered  and 
rehabilitated  each  year  is  equal  to  the  proportion  of  the  site  that  is  filled  each  year; 

b)  The  planning  period  is  equivalent  to  the  contaminating  life  span  because  it  is 
assumed  that  emergency  closure  occurs  in  the  first  year  of  operation  for  the 
purposes  of  Financial  Assurance  computation.  The  time  period  for  the 
contaminating  life  span  is  a  minimum  of  25  years; 

c)  Generate  one-time  capital,  annual  operating  and  maintenance  costs  for  emergency 
closure,  post-closure  and  maintenance  and  contingency  costs  for  the  25-year 
contaminating  life  span.  The  first  year  of  operations  becomes  the  year  of  closure 
and  is  considered  the  first  year  of  the  contaminating  life  span  in  order  to  calculate 
the  Financial  Assurance.  Emergency  closure  cost  estimates  should  be  based  on 
the  filled  area  to  be  covered  and  rehabilitated  each  year.  This  is  equal  to  the 
proportion  of  the  site  that  is  filled  each  year; 

d)  Unlike  Ontario  Regulation  232/98,  a  formula  is  not  used  to  calculate  contingency 
costs.  These  costs  consist  of  the  costs  for  potential  leachate  and  gas  collection 
and  treatment  facilities,  along  with  other  possible  costs  noted  in  Appendix  A.  The 
amount  of  Financial  Assurance  should  equal  the  estimated  one-time  costs  plus  at 
least  one  year  of  operating  costs; 

e)  Inflate  each  cost  item  from  year  of  closure  (year  1)  until  the  end  of  the 
contaminating  life  span  using  the  inflation  and  discount  rates  noted  in  this 
Guideline; 

f)  Discount  the  future  costs  back  to  the  year  of  closure  (year  1); 

g)  Follow  the  same  inflation  and  discount  procedures  found  in  Section  6.7.7.6; 

h)  The  Financial  Assurance  amount  to  be  provided  is  equal  to  the  sum  of  the  present 
values  for  emergency  closure,  post-closure  care  and  maintenance  and  contingency 
costs,  as  of  the  year  of  closure  (=  year  1),  in  dollars  current  at  that  date; 

i)    Relevant  financial  parameters  (e.g.,  inflation  and  discount  rates)  and  cost  items 
should  be  updated  every  three  years  or  as  otherwise  required  by  the  Program 
Director;  and 

j)     100  per  cent  of  the  emergency  Financial  Assurance  amount  is  required  before  the 
facility  begins  operations  or  as  otherwise  directed  by  the  Program  Director. 

6.7.7.9.3  Planned  Closure 
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a)  Planned  closure  generally  occurs  when  the  landfill  reaches  approved  capacity. 
The  cost  estimates  are  based  on  the  largest  area  that  will  require  final  cover  at  the 
end  of  the  operating  period  of  a  landfill  site; 

b)  Planning  period  is  defined  as  the  operating  period  plus  the  contaminating  life 
span.  This  will  result  in  a  minimum  of  25  years  for  the  contaminating  life  span 
plus  the  number  of  years  during  the  operating  period;  and 

c)  Follow  the  same  procedures  noted  in  Section  6.7.7.9.2  except  for  the  following: 

i)    Inflate  each  cost  item  up  to  the  last  year  the  cost  will  be  incurred.  All  closure 
costs  will  typically  be  incurred  during  the  year  of  closure.  Post-closure  care 
and  maintenance  costs  will  be  incurred  annually  from  the  year  after  closure  to 
the  last  year  of  the  contaminating  life  span  (minimum  25  years); 

ii)  Discount  the  future  costs  back  to  the  anticipated  year  of  closure  which  is  equal 
to  the  first  year  of  the  contaminating  life  span; 

iii)  The  Financial  Assurance  amount  to  be  provided  is  equal  to  the  sum  of  the 
present  values  for  planned  closure,  post-closure  care  and  maintenance  and 
contingency  costs,  as  of  the  anticipated  year  of  closure,  in  dollars  current  at 
that  date; 

iv)  100  per  cent  of  the  Financial  Assurance  amount  is  required  five  years  before 
the  anticipated  planned  year  of  closure;  and 

v)   A  difference  will  exist  between  the  Financial  Assurance  amounts  for 

emergency  closure  and  for  planned  closure.  This  difference  can  be  made  up 
by  annually  increasing  the  Financial  Assurance  amount  to  arrive  to  the 
required  total  Financial  Assurance  amount  for  planned  closure.  This  annual 
increase  will  be  an  equal  amount  which  is  calculated  by  taking  the  difference 
between  the  emergency  closure  and  planned  closure  amounts  and  dividing  this 
difference  by  the  number  of  years  between  the  first  year  and  year  in  which  the 
planned  closure  amount  must  be  provided  (which  is  5  years  prior  to  closure). 

For  example, 

if:  Financial  Assurance  for  emergency  closure  (in  2005)  =  $10,000 

Financial  Assurance  for  planned  closure  (in  2020)  =  $40,000 

As  per  this  Guideline,  Finance  Assurance  for  planned  closure  must  actually  be 
provided  by  2015  (5  years  prior  to  closure). 

The  number  of  years  between  emergency  closure  and  the  year  in  which 
planned  closure  must  be  provided  (2015  -  2005  =  10  years). 

Therefore,  the  annual  increase  will  be  $30,000  +  10  years  =  $3,000  per  year. 
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6.7.8  Incineration  facilities  (See  also  A.14  in  Appendix  A) 

6.7.8.1  Financial  Assurance  for  incinerators  is  for  the  purpose  of  funding  the 
decommissioning  of  the  facility.  Since  decommissioning  would  take  place  more  than 
four  years  after  a  plant  begins  operation,  Financial  Assurance  for  the  facility  would 
equal  the  present  value  of  all  decommissioning  costs. 

6.7.8.2  The  planning  period  for  a  private  incinerator  includes  the  construction,  operation  and 
ultimate  decommissioning  of  the  facility.  Decommissioning  involves  installation  of 
security  structures  and  systems,  demolition,  removal  of  rubble  and  other  residues, 
remediation  and  clean-up  of  the  site  and  disposal  of  all  residual  materials.  So  long  as 
ash  is  not  buried  on  site,  it  is  presumed  that  the  site  would  be  remediated  sufficiently 
for  future  development.  Therefore  no  post-closure  care  and  maintenance  costs  are 
likely.  Development  of  cost  estimates  for  these  activities  should  be  required  by 
conditions  in  the  facility  certificate  of  approval. 

6.7.8.3  Use  present  value  computational  procedures  noted  in  Section  6.7.4  or  as  otherwise 
directed  by  the  Program  Director.  These  procedures  are  similar  to  the  procedures 
used  for  landfill  sites  which  are  subject  to  Ontario  Regulation  232/98.  The  estimated 
operating  life  of  the  facility  should  be  consistent  with  industrial  experience  and  the 
regulated  parties  and/or  their  consultants  should  provide  evidence  in  support  of  the 
operating  life  they  propose. 

6.7.8.4  Financial  Assurance  for  private  incinerators  should  be  equal  to  the  present  value  of 
the  total  future  one-time  decommissioning  costs. 

6.7.9  Approvals  under  section  53,  OWRA  for  industrial  and  milling  activities  that 
generate  tailings  or  ash  (See  also  A.  15  in  Appendix  A) 

6.7.9.1  Financial  Assurance  may  be  required  to  finance  site  closure  and  rehabilitation  of 
tailings,  slag  or  other  waste  material  storage  areas  and  for  long-term  care.  The 
amount  of  Financial  Assurance  required  should  include  100%  of  the  present  value  (at 
the  time  of  closure)  of  the  total  costs  of  planned  closure  and  rehabilitation  activities, 
plus  costs  of  long-term  monitoring,  maintenance  and  contingency  plans  as  required 
by  the  Program  Director. 

6.7.9.2  Present  value  computational  procedures  are  similar  to  those  for  landfills.  The  time 
period  for  present  value  calculations  is  the  contaminating  life  span  of  the  disposal 
facility  or  a  time  period  that  is  otherwise  acceptable  to  the  Program  Director. 

6.7.9.3  If  the  regulated  party  is  a  mining  company  under  the  authority  of  the  Mining  Act,  it 
may  have  provided  Financial  Assurance  to  the  Ministry  of  Northern  Development 
and  Mines  (MNDM)  to  finance  the  firm's  site  closure  plan.  If  a  mining  operation  is 
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issued  an  order  or  approval,  Ministry  of  the  Environment  staff  should  confer  with  the 
"mines  group"  of  MNDM  in  Sudbury  to  ensure  that  sufficient  Financial  Assurance 
has  been  provided  to  pay  for  compliance  costs  of  Ministry  of  the  Environment 
requirements  in  addition  to  the  provisions  of  the  site  closure  plan.  If  Financial 
Assurance  for  site  closure  will  not  cover  the  costs  of  Ministry  of  the  Environment 
requirements,  additional  Financial  Assurance  should  be  obtained  by  MNDM. 

6.7.9.4  The  Ministry  of  the  Environment  has  a  Memorandum  of  Understanding  with  MNDM 
with  regard  to  Part  VII  of  the  Mining  Act. 

6.7.9.5  MNDM  will  require  that  Financial  Assurance  be  provided  for  all  filed  or  approved 
Closure  Plans.  Ministry  of  the  Environment  retains  authority  to  require  Financial 
Assurance,  pursuant  to  Part  XII  of  the  Environmental  Protection  Act,  to  address  any 
environmental  measures  not  covered  in  the  Closure  Plan  or  any  mining  activity  not 
covered  by  the  Mining  Act.  Where  agreement  between  the  ministries  of  the 
Environment  and  Northern  Development  and  Mines  is  put  in  place,  this  Financial 
Assurance  may  also  be  included  in  the  amount  held  by  MNDM. 

6.7.9.6  For  ash  and  tailings  disposal  by  non-mining  industrial  facilities,  present  value 
computational  procedures  are  similar  to  those  for  landfill  sites  subject  to  Ontario 
Regulation  232/98. 

6.7.9.7  The  Financial  Assurance  amount  to  be  provided  is  equal  to  the  sum  of  the  present 
values  of  the  total  one-time  (capital)  and  recurring  costs  for: 

a)  Closure; 

b)  Long-term  post-closure  care;  and 

c)  The  Financial  Assurance  amount  for  contingency  costs  as  of  the  anticipated  date 
of  closure,  as  required  by  the  Program  Director,  in  dollars  current  at  that  date. 

6.7.9.8  The  time  period  for  present  value  calculations  should  be  the  contaminating  life  span 
of  the  tailings  or  ash  deposits  of  the  disposal  facility  or  a  time  period  that  is 
acceptable  to  the  Program  Director. 

6.7.9.9  As  with  landfills,  the  amount  of  Financial  Assurance  on  deposit  each  year  should  be 
increased  so  that  the  amount  of  money  accumulated  by  the  time  the  disposal  facility  is 
closed  will  be  sufficient  to  pay  for  post-closure  care.  The  quantity  and/or  area  of 
waste  materials  that  are  generated  each  year  should  be  monitored  so  that  sufficient 
funds  will  be  available  to  cover  long-term  care  from  the  time  that  the  facility  closes  to 
the  end  of  the  contaminating  life  span  or  the  time  period  agreed  to  by  the  Program 
Director. 
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6.7.10  Approvals  under  section  53,  OWRA  for  sewage  works  that  generate  waste 
materials  (sludges)  that  are  stored  and  remain  on  the  site  until  and  after 
decommissioning  (See  also  A.  16  in  Appendix  A) 

6.7.10.1  Assuming  the  Financial  Assurance  is  for  the  costs  of  the  long-term  storage  and 
maintenance  of  sludges  and  other  waste  materials  on  site,  follow  procedures  for  a 
landfill  site  subject  to  Ontario  Regulation  232/98. 

6.7. 10.2  If  the  waste  materials  are  to  be  removed  from  the  site  upon  decommissioning,  the 
amount  of  Financial  Assurance  should  be  based  on  the  costs  of  loading,  hauling  and 
disposing  of  the  waste  solids,  similar  to  the  costs  associated  with  a  transfer  or  waste 
processing  facility.  All  relevant  clean-up  requirements  that  are  to  be  included  should 
be  noted  in  the  certificate  of  approval. 

6.7.10.3  Sections  6.7.9.6  through  6.7.9.9  noted  above  may  also  apply  to  sewage  works  that 
generate  waste  materials  such  as  sludge,  at  the  discretion  of  the  Program  Director. 

6.7.11  Orders  to  undertake  industrial  abatement  programs  under  section  18,  EPA  that 
will  last  four  or  more  years  or  have  a  specified  date  for  closure,  clean-up  or 
remediation  (See  also  A.  10  in  Appendix  A) 

6.7. 11.1  Financial  Assurance  may  be  required  as  a  condition  of  an  order  to  ensure  that: 

a)  Sufficient  funds  for  compliance  are  available,  and 

b)  Compliance  is  achieved  by  the  agreed-to  deadline. 

6.7. 1 1 .2  The  order  should  include  a  condition  to  direct  the  regulated  party  to  provide  a  work 
program  with  completion  dates  of  each  phase  or  stage  or  major  component  of  the 
project. 

6.7. 1 1 .3  Capital  and  other  one-time  costs  of  each  stage  of  the  project  and  any  future 
contingencies  must  be  estimated. 

6.7. 1 1 .4  Cost  to  be  incurred  each  year  greater  than  year  3  are  to  be  discounted.  Costs  incurred 
in  year  1  through  3  should  not  be  discounted. 

6.7. 1 1 .5  Financial  Assurance  to  be  provided  is  the  sum  of  the  undiscounted  costs  to  be 
incurred  in  years  1  to  3  plus  the  sum  of  the  discounted  costs  to  be  incurred  in  all  years 
beyond  three. 

6.7.11.6  Financial  Assurance  for  these  types  of  facilities  should  be  retained  until  all  work 
required  to  fulfill  the  terms  and  conditions  of  the  order  is  completed  and  inspected. 
However,  Financial  Assurance  funds  may  be  returned  or  released  in  stages  as  work  is 

39 


Financial  Assurance  Guideline  June  2011 


completed  and  invoices  submitted.  Ministry  staff  must  be  satisfied  that  other  part  of 
the  Financial  Assurance  returned  or  released  is  not  required  in  respect  of  the  works. 
Ministry  staff  should  review  Financial  Assurance  balances  and  estimated  remaining 
expenditures  every  six  months  to  ensure  that  remaining  Financial  Assurance  is 
sufficient. 

6.8  Payment  schedules  for  facilities  and  operations  when  the  planning  period  is  four 
or  more  years  or  when  there  is  a  known  future  date  for  closure,  clean-up  or 
remediation  expenditures 

6.8.1  Unless  otherwise  specified  by  regulation,  all  required  Financial  Assurance  for  a  site, 
facility,  or  activity  should  be  obtained  in  satisfactory  form  before  a  facility  begins 
operation  or  as  otherwise  directed  by  the  Program  Director. 

6.8.2  Ontario  Regulation  232/98  allows  private  landfill  owners  of  new  or  expanded  sites, 
after  August  1,  1998,  to  provide  Financial  Assurance  annually  in  proportion  to  the 
degree  to  which  the  landfill  capacity  is  filled.  For  example,  at  the  end  of  year  5,  if 
25%  of  the  permitted  capacity  is  used,  at  least  25%  of  the  total  Financial  Assurance 
required  should  be  provided.  These  requirements  should  be  specified  as  conditions  in 
an  order  or  approval. 

6.8.3  Where  a  regulated  party  is  allowed  to  provide  Financial  Assurance  in  installments, 
appropriate  cash  payments  must  be  deposited  each  year  or  the  value  of  a  non-cash 
form  must  be  increased  each  year  according  to  a  schedule  that  was  submitted  as  part 
of  the  initial  Financial  Assurance  proposal  and  should  be  incorporated  as  a  condition 
in  the  order  or  approval. 

6.8.4  The  total  Financial  Assurance  amount  must  be  provided  in  full  at  least  one  year  prior 
to  the  expected  closure  year  or  decommissioning  of  a  particular  facility.  Financial 
Assurance  payment  schedules  should  be  included  as  conditions  of  orders  or 
approvals. 

6.8.5  The  Financial  Assurance  account  balance  should  be  reviewed  annually  to  ensure  that 
it  has  been  increased  from  year  to  year.  The  Financial  parameters  and  cost  items  that 
are  used  to  calculate  Financial  Assurance  should  be  reviewed  at  least  every  three 
years  or  as  specified  by  the  Program  Director  in  order  to  ensure  that  the  Financial 
Assurance  is  sufficient  to  cover  the  estimated  costs. 

6.9  Use  of  Financial  Assurance  by  owners  and  operators 

6.9.1  If  the  owner  or  operator  of  a  facility  or  site  wants  to  use  any  of  its  Financial 

Assurance  for  any  compliance-related  purpose  before  the  facility  is  closed,  the  owner 
or  operator  of  a  site  must 
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a)  Obtain  approval  from  the  Program  Director; 

b)  For  landfill  sites,  ensure  that  any  amount  of  Financial  Assurance  utilized  is 
replaced  within  six  months,  unless  the  Program  Director  directs  otherwise;  and 

c)  For  all  other  facilities,  ensure  that  any  amount  of  Financial  Assurance  utilized  is 
replaced  within  three  months,  unless  the  Program  Directors  directs  otherwise. 

6.10  Reductions  in  the  amount  of  Financial  Assurance  required 

6.10.1  Regulated  parties  sometimes  ask  to  have  Financial  Assurance  obligations  reduced 
because  of  financial  hardship.  Some  regulated  parties  may  ask  to  provide  only  a 
fraction  of  the  total  Financial  Assurance  required  at  the  outset  of  their  operation  until 
they  "build  up  their  business"  or  "can  better  afford  the  Financial  Assurance."  Parties 
who  ask  for  such  considerations  should  be  reviewed  carefully  before  an  approval  is 
issued.  They  could  be  vulnerable  to  failure  if  economic  conditions  deteriorate  and 
could  constitute  a  risk  of  leaving  a  site  remediation  problem  with  little  or  no  Financial 
Assurance.  Financial  Assurance  is  a  necessary  cost  of  doing  business  and  is  needed 
to  internalize  the  environmental  risks  that  would  otherwise  be  borne  by  the  public. 
Businesses  should  not  be  subsidized  and  should  provide  their  fair  share  of  Financial 
Assurance. 

6.10.2  Operators  of  waste  processing  or  recycling  facilities  may  also  ask  to  deduct  the 
estimated  market  values  of  saleable  materials  that  are  on  their  site  from  required 
Financial  Assurance.  The  Program  Director  may,  as  a  condition  in  an  order  or 
approval,  deduct  the  estimated  volume  or  weight  of  secondary  materials  that  may  be 
sold  or  otherwise  removed  free  of  charge  from  the  removal  cost  calculations  noted  in 
Section  6.5.5.3.  Values  of  saleable  materials  may  not  be  used  because  market  values 
for  secondary  materials  can  fluctuate  rapidly  and  widely.  Also  prices  and  values  of 
materials  are  difficult  to  verify  and  buyers  of  saleable  materials  often  reject  loads 
altogether  if  they  contain  contaminating  materials.  Documentation  should  be 
provided  in  the  form  of  letters,  contracts  or  written  commitments  from  receivers  or 
other  legitimate  firms  that  they  will  take  the  materials  off-site  free  of  charge. 

6.10.3  The  Program  Director  may  reduce  Financial  Assurance  for  waste  management 
systems  (haulers),  if  the  regulated  party  can  document  the  following: 

a)  The  hazard  or  risk  level  of  material  being  hauled  is  low; 

b)  The  accident  frequency  is  below  average  for  all  permitted  waste  management 
systems;  and 

c)  The  applicant  has  no  record  of  environmental  infractions  or  convictions. 


41 


Financial  Assurance  Guideline  June  2011 


7.  Issuing  Orders  and  Approvals  with  Financial  Assurance 

Requirements  and  Accepting,  Obtaining  and  Handling  Financial 
Assurances 

7.1  Section  7.2  defines  responsibilities  for  estimating  and  providing  the  information  and 
cost  estimates  needed  to  determine  the  amount  of  Financial  Assurance  required,  as 
described  in  Section  6.  Section  7.3  presents  procedures  involved  in  accepting, 
receiving  and  handling  all  forms  of  Financial  Assurance.  Section  7.4  lists  the 
procedures  for  specific  forms  of  Financial  Assurance.  Also  note, 

a)  If  satisfactory  Financial  Assurance  is  not  received  according  to  the  terms  and 
conditions  of  the  order  or  approval,  the  Program  Director  should  take  immediate 
actions  such  as  issuing  orders,  or  even  revoking  the  approval  in  accordance  with 
Ministry  guidelines,  procedures  and  policies  and  in  consultation  with  Legal 
Services  Branch.  Normally,  an  approval  should  not  be  revoked  if  waste  is  already 
on  the  site.  Revoking  the  approval  will  remove  an  important  legal  authority  that 
the  Ministry  has  to  require  compliance  with  other  (non-Financial  Assurance) 
conditions  in  the  approval.  If  waste  is  on  the  site,  staff  should  amend  the  approval 
to  stop  operations  or  to  prohibit  waste  being  brought  to  the  site.  Such  an 
amendment  should  not  affect  any  other  conditions  in  the  approval. 

b)  If  the  person  to  whom  the  order  is  directed  or  the  approval  is  issued  is  different 
from  the  person  or  firm  posting  the  Financial  Assurance,  the  Program  Director 
should  verify  the  Financial  Assurance  amount  and  the  conditions  in  the  order  or 
approval  for  which  the  Financial  Assurance  was  issued  and  ensure  that  this 
arrangement  is  appropriate. 

A  flow  chart  presented  in  Appendix  F  demonstrates  the  main  steps  for  the  proper 
administration  of  obtaining  and  handling  Financial  Assurance. 

7.2  Responsibilities  for  estimating  relevant  costs  for  Financial  Assurance 
requirements 

7.2. 1  Regulated  parties  are  responsible  for  providing  cost  estimates  for  the  relevant 
compliance  activities  required  to  fulfill  the  terms  and  conditions  in  the  order  or 
approval.  If  cost  estimates  are  not  submitted,  the  approval  proposal  and  application 
may  be  returned  to  the  regulated  party. 

7.2.2  Ministry  of  the  Environment  officials  will  then  review  and  verify,  to  the  extent 
possible,  estimates  submitted  by  regulated  parties.  Verification  may  be  accomplished 
by  site  visits,  calling  vendors,  reviewing  other  approval  files  for  landfills  and  by 
reviewing  the  literature  in  trade  magazines. 
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7.2.3  Appropriate  Ministry  guidelines,  procedures  or  policies,  such  as  Guideline  F-2, 
Compliance  Guideline,  should  be  invoked  to  aid  in  resolving  any  disagreement 
between  the  Ministry  and  the  regulated  party  on  Financial  Assurance  amounts  and 
any  other  Financial  Assurance  matter. 

7.2.4  If  the  regulated  party  claims  that  provision  of  the  Financial  Assurance  may  cause 
unemployment  or  undue  financial  hardship,  an  economic  or  financial  analysis  should 
be  carried  out  to  verify  these  claims.  This  analysis  should  be  completed  in 
accordance  with  appropriate  Ministry  guidelines,  procedures  or  policies,  such  as 
Guideline  F-14,  Economic  Analyses  of  Control  Documents  on  Private  Sector 
Enterprises  and  Municipal  Projects. 

7.2.5  If  cost  estimates  cannot  be  agreed  to  between  the  regulated  party  and  the  Ministry,  the 
Ministry  will  have  final  determination  of  the  value  of  the  costs  and  Financial 
Assurance  amount. 

7.3  Acceptance,  receipt  and  handling  of  all  forms  of  Financial  Assurance 

7.3. 1  The  Financial  Assurance  proposal  and  Financial  Assurance  amount  should  be 
submitted  initially  to  the  Program  Director. 

7.3.2  For  orders  that  have  Financial  Assurance  requirements,  copies  of  all  documentation 
should  be  sent  to  the  Environmental  Assessment  and  Approvals  Branch.  For 
approvals,  copies  of  all  documentation  should  be  sent  to  the  relevant  Regional  and 
District  Offices.  In  addition,  the  Program  Director  should,  at  the  very  least,  ensure 
that  a  copy  of  the  following  be  sent  to  the  Business  and  Fiscal  Planning  Branch  for 
review,  retention  and  record  keeping: 

a)  The  front  page  of  the  order  or  approval; 

b)  The  signature  page  or  pages  of  the  order  or  approval; 

c)  The  pages  containing  any  Financial  Assurance  conditions  and  requirements;  and 

d)  Any  relevant  cover  letters,  communications  or  information. 

7.3.3  The  Program  Director  should  ensure  that  cash  and  signed  originals  of  Financial 
Assurance  forms  and  original  supporting  documents  are  delivered  to  the  Business  and 
Fiscal  Planning  Branch  for  safekeeping. 

7.3.4  The  Program  Director,  the  Business  and  Fiscal  Planning  Branch  and  the 
Environmental  Assessment  and  Approvals  Branch  should  review  the  original 
Financial  Assurance  amount  and  documents  once  they  have  been  obtained  from  the 
regulated  party  to  ensure,  at  a  minimum,  correct  spelling  of  regulated  party's  name 
and  address,  consistency  of  data  and  estimates  and  receipt  of  all  required  information. 
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7.3.5  Standard  or  non-standard,  non-cash  forms  of  Financial  Assurance  such  as  letters  of 
credit  or  surety  bonds  should  only  be  accepted  from  financial  or  other  institutions 
empowered  to  issue  such  forms  and  with  business  offices  or  branches  located  in 
Ontario.  A  list  of  such  institutions  can  be  obtained  from  the  Business  and  Fiscal 
Planning  Branch  or  from  the  Ministry  of  Finance. 

7.3.6  In  order  for  the  Ministry  to  accept  Financial  Assurance  from  companies  which  reside 
outside  of  Canada,  the  issuing  foreign-owned  bank,  surety  or  insurance  company 
should  have  offices  in  Ontario;  an  affiliated  bank  or  company  which  is  domiciled  in 
Ontario  or  the  foreign-owned  bank  should  issue  paper  that  would  be  acceptable  to  a 
bank  in  Ontario.  The  Ontario  institution  must  provide  written  acceptance  of  the 
obligation  to  be  bound  by  the  form  of  Financial  Assurance  issued  outside  of  Ontario. 

7.3.7  The  regulated  party  is  responsible  for  all  fees  and  charges  imposed  by  the  issuing 
financial  institution. 

7.4  Acceptance,  receipt  and  handling  of  specific  forms  of  Financial  Assurance 

7.4. 1  Standard,  non-standard  and  unacceptable  forms  of  Financial  Assurance  are  described 
in  Section  5. 

7.4.2  Any  new,  non-standard  forms  of  Financial  Assurance  (including  insurance  policies 
and  trusts)  should  be  reviewed  by  staff  in  the  Legal  Services  Branch,  the  Economic 
Analysis  Section  and  any  other  staff  as  requested  by  the  Program  Director  to 
determine  whether  the  form  is  acceptable.  During  the  review  and  finalization  of  the 
wording  of  a  new  form  of  Financial  Assurance,  the  regulated  party  is  required  to 
provide  Financial  Assurance  in  one  of  the  standard  forms  listed  in  Section  5.4.1. 

7.4.3  Procedures  for  accepting,  obtaining  and  handling  the  following  forms  of  Financial 
Assurance  are  presented  in  the  subsequent  sections: 

a)  Cash  (Section  7.4.4); 

b)  Irrevocable  letters  of  credit  (Section  7.4.5); 

c)  Surety  bonds  (Section  7.4.6); 

d)  Negotiable  securities  issued  by  provincial  and  federal  governments 
(Section  7.4.7); 

e)  Agreements,  contracts,  or  other  non-standard  forms  of  Financial  Assurance  with 
conditions  specified  in  the  order  or  approval  (Section  7.4.8); 

f)  Insurance  policies  (Section  7.4.9); 

g)  Marketable  securities:  stocks  and  shares  (Section  7.4.10); 
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h)   Any  security  or  collateral  accepted  by  the  Program  Director  (Section  7.4.1 1);  and 

i)    Qualified  Environmental  Trust  accompanied  by  letter  of  credit  (same  procedures 
as  irrevocable  letters  of  credit,  Section  7.4.5). 

7.4.4  Procedures  to  handle  cash 

7.4.4.1  Cash  refers  to  cheques  and  other  similar  cash  equivalents,  such  as  money  orders.  All 
cheques  should  be  certified. 

7.4.4.2  Cash  in  the  form  of  currency  (dollars)  should  not  be  accepted  as  Financial  Assurance. 
However,  if  use  of  cash  is  unavoidable,  staff  should  give  a  receipt  to  the  regulated 
party  and  keep  a  copy  of  the  receipt.  Staff  should  then  place  the  cash  in  a  safety 
deposit  box  at  a  convenient  bank  branch  and  call  Business  and  Fiscal  Planning 
Branch  for  instructions.  In  no  circumstances  should  currency  be  accepted  in  amounts 
greater  than  $10,000.  If  funds  are  to  be  received  from  outside  of  Canada  through  an 
electronic  transfer  and  the  value  of  the  transfer  is  $10,000  or  more  staff  should 
contact  Legal  Services  Branch  to  determine  whether  provisions  of  the  Proceeds  of 
Crime  (Money  Laundering)  and  Terrorist  Financing  Act  are  applicable  to  the 
transaction. 

7.4.4.3  Periodic  contributions  may  be  made  by  the  regulated  party  in  order  to  accumulate  a 
fund  for  long-term  care  and  maintenance  of  a  landfill  or  a  contaminated  site.  A  cash 
account  is  readily  accessible  to  the  Ministry,  does  not  require  interaction  with  other 
institutions  to  retrieve  the  funds  and  does  not  require  monitoring  of  the  value  or 
renewal  of  a  time-limited  agreement  for  the  Financial  Assurance  amount.  Non-cash 
forms  of  Financial  Assurance  (such  as  letters  of  credit,  surety  bonds  and  negotiable 
securities  guaranteed  by  government)  will  normally  have  to  be  monitored  and 
increased  annually  in  accordance  with  a  schedule  specified  in  the  order  or  approval. 

7.4.4.4  An  order  or  approval  should  always  state  that,  if  an  uncertified  cheque  is  provided, 
the  Financial  Assurance  is  not  considered  to  be  accepted  by  the  Ministry  until  the 
cheque  has  cleared  the  bank. 

7.4.4.5  Cheques,  money  orders  and  other  cash  equivalents  should  be  made  out  to  the  Ontario 
Minister  of  Finance. 

7.4.4.6  Cash  will  be  deposited  into  an  interest-bearing  account  within  the  Consolidated 
Revenue  Fund  (CRF)  and  administered  by  the  Business  and  Fiscal  Planning  Branch 
in  accordance  with  appropriate  financial  policies  of  the  Ministry  of  the  Environment 
and  the  Government  of  Ontario  guidelines. 
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1.4  A  J        Cash  should  not  be  deposited  in  the  CRF  by  the  Program  Director  or  by  Ministry  staff 
from  Environmental  Assessment  and  Approvals  Branch  or  Regional  Offices.  Cash 
should  be  deposited  only  by  Business  and  Fiscal  Planning  Branch  staff  However,  if 
staff  (other  than  Business  and  Fiscal  Planning  Branch)  receive  cash  or  cheques,  staff 
are  to  follow  the  procedure  in  Section  7.4.4.2  above. 

7.4.4.8        The  interest  credited  to  the  CRF  account  shall  be  at  the  rate  determined  in  accordance 
with  the  Ontario  Financing  Authority's  Tiered  Rate  and  as  specified  by  relevant 
Orders  in  Council. 

7.4.5         Irrevocable  letters  of  credit 

7.4.5. 1  An  irrevocable  letter  of  credit  is  a  document  issued  by  a  bank  on  behalf  of  a  customer 
which  guarantees  payment  by  the  bank  from  the  account  of  the  customer  to 
representatives  of  the  Ministry. 

7.4.5.2  An  order  or  approval  which  requires  Financial  Assurance  must  include  a  condition 
which  requires  that  an  automatic  renewable  clause  be  included  in  the  letter  of  credit. 
The  condition  should  state  that  the  letter  of  credit  will  be  renewed  automatically  (with 
no  further  documentation)  on  its  expiry  date  with  the  same  terms  and  conditions 
including  the  condition  for  renewal.  The  order  or  approval  must  state  that,  if  the 
letter  of  credit  will  not  be  automatically  renewed,  the  issuing  bank  must  give  notice  to 
the  Program  Director  at  least  60  days  before  the  expiry  date  of  the  letter  of  credit 
indicating  that  the  letter  of  credit  will  not  be  renewed. 

7.4.5.3  For  existing  letters  of  credit  which  do  not  have  automatic  renewal  clauses,  Ministry 
staff  should  monitor  the  letters  of  credit  to  determine  the  status  of  the  form  and  ensure 
that  work,  for  which  Financial  Assurance  is  provided,  is  completed  before  the  expiry 
date. 

7.4.5.4  If  a  notice  not  to  renew  a  letter  of  credit  is  given  by  the  issuing  bank,  an  alternative 
form  of  Financial  Assurance  satisfactory  to  the  Program  Director  and  the  Business 
and  Fiscal  Planning  Branch  must  be  provided  to  the  Program  Director  at  least  30  days 
before  the  expiry  date  of  the  letter  of  credit. 

7.4.5.5  Letters  of  credit  should  be  monitored  by  Ministry  staff  to  ensure  that  the  documents 
have  not  expired. 

7.4.5.6  If  the  regulatory  instrument  is  an  approval,  the  identification  number  and  site  location 
should  be  clearly  indicated  on  the  letter  of  credit.  If  the  regulatory  instrument  is  an 
order  or  the  facility  is  not  a  specific  site,  then  some  other  clear,  unambiguous 
description  or  identification  should  be  indicated  on  a  letter  of  credit,  such  as  the  date 
of  the  order. 
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7 .4.5  J        Original  letter  of  credit  documents  are  held  by  the  Business  and  Fiscal  Planning 

Branch. 

7.4.5.8        Appendix  E  provides  an  example  of  an  irrevocable  letter  of  credit  with  wording  that 
is  acceptable  to  the  Ministry. 

7.4.6  Surety  bonds 

7.4.6.1  Surety  bonds  consist  of  agreements  or  contracts  among  the  guarantor  (a  surety  or 
bonding  firm),  the  regulated  party,  and  the  Crown.  The  bonds  are  held  in  a  secure 
location  in  the  Business  and  Fiscal  Planning  Branch. 

7.4.6.2  Surety  bonds  are  to  be  negotiated  by  the  Program  Director  with  the  assistance  of  the 
Business  and  Fiscal  Planning  Branch,  the  Legal  Services  Branch  and  the  Economic 
Analysis  Section. 

7.4.6.3  For  existing  surety  bonds  which  do  not  have  automatic  renewal  clauses,  Ministry  staff 
should  monitor  these  bonds  to  determine  the  status  of  the  form  and  ensure  that  work, 
for  which  Financial  Assurance  is  provided,  is  completed  before  the  expiry  date. 

7.4.6.4  Where  a  surety  bond  specifies  an  expiry  date,  the  Program  Director  should  ensure  that 
the  surety  bond  does  not  expire  until  after  the  end  of  the  planning  period  so  that  all 
requirements  of  the  order  or  approval  can  be  completed.  The  surety  bond  must 
include  the  provision  that  the  guarantor  give  notice  to  the  Program  Director  at  least  60 
days  before  the  expiry  date  of  the  bond  indicating  that  the  bond  will  not  be  renewed. 

7.4.6.5  If  a  notice  not  to  renew  a  bond  is  given  by  the  guarantor,  another  form  of  Financial 
Assurance  satisfactory  to  the  Program  Director  and  the  Business  and  Fiscal  Planning 
Branch  must  be  provided  to  the  Program  Director  at  least  30  days  before  the  expiry 
date  of  the  surety  bond. 

7.4.6.6  Surety  bonds  should  be  monitored  by  Ministry  staff  to  ensure  they  have  not  expired. 

7.4.6.7  Surety  bonds  are  held  in  a  secure  location  in  the  Business  and  Fiscal  Planning 
Branch. 

7.4.6.8  Appendix  E  provides  an  example  of  a  surety  bond  with  wording  acceptable  to  the 
Ministry. 

7.4.7  Negotiable  securities  issued  by  provincial  and  federal  governments 

7.4.7.1        Government  bonds  are  issued  or  guaranteed  by  the  Government  of  Canada  or  a 
provincial  government. 
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7.4 .7. 2  Government  bonds  used  as  Financial  Assurance  should  have  a  maturity  date  of  not 
more  than  three  years  from  the  date  on  which  they  are  deposited. 

The  use  of  government  bonds  as  assurance  for  a  period  longer  than  three  years  is  not 
encouraged  because  the  value  of  these  bonds  could  fluctuate  according  to  market 
conditions.  If  bonds  are  used,  it  will  be  necessary  to  monitor  their  value  and  to 
compare  current  values  against  the  expected  amount  of  money  that  will  be  required 
for  decommissioning  or  clean-up  and  to  require  the  deposit  of  additional  Financial 
Assurance  as  necessary. 

7.4.7.3  Government  bonds  should  not  be  accepted  without  review  by  the  Legal  Services 
Branch,  the  Business  and  Fiscal  Planning  Branch  and/or  the  Economic  Analysis 
Section. 

7.4.7.4  The  Business  and  Fiscal  Planning  Branch  holds  all  original  Financial  Assurance 
bonds  as  well  as  supporting  documents  for  safekeeping.  Bonds  must  be  in  bearer 
form  or  they  must  be  issued  to  the  Ontario  Minister  of  Finance. 

7.4.8  Agreements,  contracts  or  other  non-standard  forms  of  Financial  Assurance  with 
conditions  specified  in  the  order  or  approval 

7.4.8.1  Agreements,  contracts  and  other  non-standard  forms  of  Financial  Assurance  may  be 
considered.  However,  the  Program  Director  should  seek  the  advice  of  the  Legal 
Services  Branch,  Economic  Analysis  Section  and  Business  and  Fiscal  Planning 
Branch  before  accepting  these  forms  of  Financial  Assurance. 

7.4.8.2  Once  the  principles  and  wording  in  the  agreements  or  contracts  are  agreed  to,  the 
elements  should  be  specified  as  conditions  in  the  order  or  approval. 

7.4.8.3  Agreements  that  involve  holding  of  securities  by  a  third  party,  or  bank  accounts 
individually  or  jointly  held  by  the  regulated  party,  should  not  be  accepted  by  the 
Ministry. 

7.4.8.4  Guaranteed  Investment  Certificates  (GICs),  which  are  not  transferable,  should  not  be 
accepted  as  Financial  Assurance  unless  they  are  reissued  payable  to  the  Ontario 
Minister  of  Finance. 

7.4.8.5  Regulated  party  or  guarantor  should  have  offices,  facilities  and  assets  in  Ontario. 

7.4.9  Insurance  policies 

7.4.9.1        Insurance  may  be  considered  as  Financial  Assurance  on  a  case-by-case  basis. 
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7.4.9.2  An  insurance  policy  is  not  appropriate  for  facilities  which  require  long-term  care  and 
maintenance  such  as  landfill  sites  where  a  fund  must  be  increased  over  time  to  pay  for 
future  closure,  clean-up  and  long-term  care  and  contingency  costs. 

7.4.9.3  Insurance  policies  should  only  be  considered  as  Financial  Assurance  for  facilities  and 
activities  with  planning  horizons  of  less  than  four  years  or  where  the  need  to  incur 
costs  in  the  future  is  uncertain.  Insurance  is  not  an  appropriate  form  of  Financial 
Assurance  for  landfills  and  long-term  disposal  facilities  where  it  is  certain  that  costs 
will  be  incurred  in  the  future.  Insurance  may  be  appropriate  for  facilities  such  as 
waste  processing  and  recycling  facilities,  transfer  stations  and  sewage  treatment 
plants  that  will  eventually  be  transferred  to  a  municipality.  Insurance  policies  may 
also  be  considered  for  certain  types  of  orders.  Insurance  policies  offered  as  Financial 
Assurance  are  subject  to  the  following  conditions: 

a)  Wording  of  the  policy  must  be  reviewed  by  the  Legal  Services  Branch; 

b)  A  policy  issued  by  an  insurance  company  must  use  the  same  wording  in  all 
subsequent  renewals  issued; 

c)  A  policy  should  be  clear  and  concise  with  all  relevant  provisions  and 
commitments  included  in  the  policy.  Where  possible,  "side  agreements"  should 
be  avoided; 

d)  Financial  Assurance  should  be  provided  in  an  acceptable  standard  form  (for 
example,  cash,  letter  of  credit,  surety  bond,  etc.)  until  the  insurance  policy  is 
drafted,  approved  and  issued; 

e)  Any  deductible  must  be  provided  by  the  regulated  party  as  extra  Financial 
Assurance  in  an  acceptable  standard  form  (for  example,  cash,  letter  of  credit, 
surety  bond,  etc.); 

f)  Non-payment  of  the  insurance  premium  by  the  regulated  party  will  require 
replacement  of  the  insurance  policy  with  some  other  acceptable  standard  form  of 
Financial  Assurance; 

g)  Issuer  must  give  Ministry  at  least  30  days  notice  of  termination  of  policy;  and 

h)   Insurance  policies  should  not  be  accepted  without  the  review  and  approval  of  the 
Legal  Services  Branch,  the  Business  and  Fiscal  Planning  Branch  and/or  the 
Economic  Analysis  Section. 

7.4.10       Marketable  securities:  stocks  and  shares 

7.4.10.1      Where  marketable  securities  or  other  negotiable  securities  are  accepted  as  Financial 

Assurance,  the  market  value  of  these  securities  should  be  at  least  20  per  cent  in  excess 
of  the  agreed  to  amount  of  Financial  Assurance  in  order  to  allow  for  fluctuations  in 
the  market  prices  of  these  securities.  The  Business  and  Fiscal  Planning  Branch  holds 
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all  original  Financial  Assurance  marketable  securities  as  well  as  supporting 
documents  for  safekeeping. 

7.4.11        Security  or  collateral 

7.4. 1 1 . 1  Security  or  collateral  submitted  as  Financial  Assurance  may  be  considered.  However, 
the  Program  Director  should  seek  the  advice  of  the  Legal  Services  Branch,  Economic 
Analysis  Section  and  Business  and  Fiscal  Planning  Branch  before  accepting  these 
forms  of  Financial  Assurance. 

7.4. 1 1 .2  Holding  of  securities  by  a  third  party,  or  bank  accounts  individually  or  jointly  held  by 
the  regulated  party  should  not  be  accepted  by  the  Ministry. 

7.4. 1 1 .3  Ensure  that  a  procedure  is  in  place  so  that  security  or  collateral  can  be 
realized/obtained  from  the  regulated  party. 


8.  Conversion  of  Non-Cash  Forms  to  Cash  and  the  Use  and/or  Return 

of  Financial  Assurance 

Criteria  and  procedures  for  converting  non-cash  forms  of  Financial  Assurance  to  cash 
and  for  using  Financial  Assurance  to  carry  out  compliance  activities  and  for  returning 
Financial  Assurance  when  it  is  no  longer  required. 

Criteria  used  to  determine  whether  Financial  Assurance  is  "impaired"  are  presented  in 
Section  8.2.  Section  8.3  contains  procedures  used  to  convert  non-cash  Financial 
Assurance  form  to  cash.  Section  8.4  describes  how  Financial  Assurance  funds  may 
be  utilized  to  undertake  clean-up,  remediation  or  other  environmental  compliance 
measures.  Section  8.5  presents  criteria  that  indicate  when  to  terminate  and  return 
Financial  Assurance  to  regulated  parties.  Two  flow  charts  presented  in  Appendix  F 
demonstrate  the  main  steps  for  the  proper  administration  of: 

a)  Returning  Financial  Assurance;  and 

b)  Converting  non-cash  Financial  Assurance  forms  to  cash  and  using  the  Financial 
Assurance  to  implement  compliance  activities  specified  in  orders  and  approvals. 

Financial  Assurance  is  not  a  penalty.  Financial  Assurance  should  be  retained  as  long 
as  there  is  a  potential  need  for  its  use  in  the  future.  Financial  Assurance  should  be 
terminated  and  returned  when  it  is  no  longer  needed  or  when  the  funds  have  been 
used  to  pay  for  activities  that  were  required  in  an  order  or  approval. 
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8.1  When  Demand  Likely  to  be  Made  Against  Financial  Assurance 

8.1.1  Without  limiting  the  scope  of  sections  135  and  136  of  the  Environmental  Protection 

Act,  but  as  a  guide  to  any  issuer  of,  or  person  providing,  Financial  Assurance 
documentary  form,  including  a  bond  or  a  letter  of  credit,  absent  special 
circumstances,  it  is  likely  that  the  bond  or  letter  of  credit  will  be  converted  to  cash 
under  subsection  136  (2)  in  any  one  or  more  of  the  following  circumstances: 

a)  Where  the  person  to  whom  the  approval  is  issued  or  the  order  is  directed  and 
whose  due  performance  of  the  terms  and  conditions  of  the  approval  or  order,  or 
any  of  them,  is  secured  by  the  Financial  Assurance  (the  "Principal")  defaults  in 
the  performance  of  those  terms  and  conditions,  and  fails  to  correct  that  default 
within  1 5  days  after  the  Director  demands  such  correction; 

b)  Where  any  formal  or  informal  proceeding  for  the  dissolution  of,  liquidation  of,  or 
winding  up  of,  the  affairs  of  the  Principal  is  instituted  by  or  against  the  Principal, 
or  where  a  resolution  is  passed  or  any  other  act  undertaken  for  the  winding  up  of 
the  Principal; 

c)  Where  a  receiver  or  receiver  manager  is  appointed  over  the  general  assets  and 
undertaking  of  the  Principal,  or  the  assets  in  relation  to  the  Financial  Assurance  is 
provided,  whether  by  any  court  or  under  an  agreement,  or  where  proceedings  are 
otherwise  taken  to  enforce  an  encumbrance  against  the  general  assets  and 
undertaking  of  the  Principal  or  the  assets  in  relation  to  the  Financial  Assurance  is 
provided; 

d)  Where  the  Principal  abandons  the  assets  to  which  the  approval  or  order  relates,  or 
ceases  or  threatens  to  cease  to  carry  on  its  business,  or  where  the  Principal  makes 
or  agrees  to  make  a  bulk  sale  of  its  property; 

e)  Where  on  reasonable  grounds  the  Director  believes  that  any  of  the  property  of  the 
Principal  necessary  to  the  performance  of  the  terms  of  the  approval  or  order  has 
been  damaged  or  destroyed  or  is  in  danger  of  being  damaged  or  destroyed,  sold  or 
removed  or  that  any  of  the  acts  or  events  described  in  this  section  is  about  to 
occur  or  is  likely  to  occur; 

f)  Where  the  Principal  defaults  in  payment  of  any  indebtedness  or  liability  to  a  bank 
or  other  lending  institution,  whether  secured  or  not; 

g)  Where  the  Principal  is  adjudged  bankrupt  or  becomes  insolvent,  or  a  petition  in 
bankruptcy  is  filed  against  the  Principal,  or  where  the  Principal  makes  an 
assignment  for  the  general  benefit  of  its  creditors,  or  applies  for  relief  under  the 
Companies  Creditors  Arrangement  Act,  or  Chapter  11  of  the  United  States 
Bankruptcy  Code,  or  makes  a  proposal  under  the  Bankruptcy  and  Insolvency  Act, 
or  where  any  other  proceeding  of  any  type  is  instituted  in  any  jurisdiction  in 
respect  of  the  alleged  insolvency  or  bankruptcy  of  the  Principal. 
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8.1.2  In  the  event  of  a  change  in  circumstances,  including  an  event  described  in 

paragraph  g)  above,  that  may  trigger  a  demand  on  documentary  Financial  Assurance, 
it  may  be  necessary  to  re-evaluate  the  nature  of  the  work  based  on  which  the  amount 
of  the  Financial  Assurance  has  been  calculated. 

8.2  Situations  contributing  to  the  impairment  of  Financial  Assurance 

8.2. 1  The  Program  Director  should  convert  non-cash  Financial  Assurance  to  cash  as  soon 
as  possible  whenever  Financial  Assurance  becomes  "impaired."  Impaired  Financial 
Assurance  means  that  the  sufficiency  or  the  accessibility  of  the  Financial  Assurance 
provided  by  a  regulated  party  is  uncertain  in  some  way. 

8.2.2  Financial  Assurance  becomes  impaired  when  one  or  more  of  the  following  conditions 
or  situations  apply: 

a)  Notice  is  received,  or  it  otherwise  becomes  known,  that  the  regulated  party,  the 
issuing  bank  or  the  guarantor  is  or  is  becoming  insolvent  (for  example,  a  regulated 
party  or  its  corporate  parent  party  files  for  credit  protection  or  lays  off  employees 
to  an  unprecedented  extent); 

b)  Notice  is  received,  or  it  otherwise  becomes  known,  of  a  proposed  cancellation  or 
non-renewal  of  a  non-cash  form  of  Financial  Assurance  and  a  satisfactory 
alternative  form  of  Financial  Assurance  has  not  been  arranged  (sufficiently)  prior 
to  the  cancellation  or  expiry  of  the  existing  Financial  Assurance.  Non-renewal 
means  the  non-cash  form  has  not  been  renewed  by  at  least  60  days  prior  to  the 
expiry  date; 

c)  A  site  is  abandoned  and  work  remains  to  be  done; 

d)  Notice  is  received,  or  it  otherwise  becomes  known,  that  the  enterprise,  firm  or 
individual  to  whom  an  order  or  approval  is  issued  ceases  to  operate  or  to  perform 
its  business  activities.  Further,  there  is  no  new  owner  or  operator  of  the  business 
who  has  provided  satisfactory  Financial  Assurance  and  will  continue  the 
operation  or  activities  of  the  original  owner  or  operator  and  to  whom  the  original 
order  or  approval  should  be  reissued; 

e)  Inspections  or  other  evidence  reveals  that  a  landfill,  a  waste  transfer  station  or  a 
waste  processing  facility  has  accepted,  disposed  of  or  stored  more  material  than 
allowed  by  the  approval;  and 

f)  If  there  is  non-compliance  other  than  that  noted  in  e)  above,  the  significance  of 
the  non-compliance,  particularly  in  terms  of  human  health  or  environmental 
effects,  and  the  particular  circumstances  contributing  to  the  non-compliance  shall 
be  considered  prior  to  converting  the  non-cash  form  to  cash  or  otherwise  drawing 
upon  the  Financial  Assurance. 
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8.3  Procedures  for  converting  non-cash  forms  of  Financial  Assurance  to  cash 

8.3. 1  Conversions  of  non-cash  Financial  Assurance  to  cash  are  to  be  authorized  by  the 
Program  Director  and  undertaken  with  assistance  from  the  Business  and  Fiscal 
Planning  Branch.  Ministry  correspondence  to  the  financial  institution  and  proponent 
shall  reflect  the  language  of  the  EPA  to  state  that  the  Financial  Assurance  will  be 
converted  to  cash  unless  the  non-cash  Financial  Assurance  is  renewed  or  replaced  to 
the  satisfaction  of  the  Program  Director. 

Correspondence  between  the  Program  Director  and  the  Business  and  Fiscal  Planning 
Branch  requesting  that  non-cash  Financial  Assurance  funds  be  converted  to  cash 
should  be  accompanied  by  supporting  documentation  including,  but  not  restricted  to, 
any  relevant  order  or  other  documentation. 

8.3.2  Cash  from  converting  a  non-cash  form  of  Financial  Assurance  will  be  deposited  to  an 
account  in  the  Consolidated  Revenue  Fund.  Any  interest  earned  on  the  cash  accounts 
will  accrue  to  the  balance  of  the  account  and,  if  necessary,  can  be  used  to  pay  for 
required  activities  or  projects  related  to  the  order  or  approval  under  which  the 
Financial  Assurance  was  obtained. 

8.3.3  If  an  operator  or  a  proponent  fails  to  renew  a  non-cash  form  of  Financial  Assurance 
(i.e.,  Financial  Assurance  is  not  renewed  by  at  least  60  days  before  it  would  otherwise 
expire)  or  does  not  provide  a  new  form  of  Financial  Assurance,  the  Program  Director 
should  amend  the  approval  to  stop  the  operations  and/or  otherwise  enforce  the  order. 
Also,  the  Program  Director  should,  at  least  30  days  before  the  expiry  date,  instruct  the 
Business  and  Fiscal  Planning  Branch  to  demand  payment  in  cash  from  the  financial 
institution  if  the  Financial  Assurance  is  not  renewed. 

8.3.4  After  the  Financial  Assurance  has  been  converted  to  cash,  the  Program  Director 
should  claim  as  much  of  the  available  Financial  Assurance  as  is  necessary  to  pay  for 
all  work  done  by  the  Ministry  to  complete  the  terms  and  conditions  of  the  order  or 
approval.  The  Program  Director  should  coordinate  the  access  to  and  use  of  Financial 
Assurance  with  the  Business  and  Fiscal  Planning  Branch. 

8.3.5  Conversion  to  cash  is  not  necessary  if  the  Program  Director  has  provided  written 
consent  that  the  Financial  Assurance  is  no  longer  required  or  if  the  Program  Director 
has  received  other  Financial  Assurance  in  a  form  and  amount  that  is  sufficient  and 
acceptable. 

8.3.6  Flow  chart  F3  in  Appendix  F  outlines  the  necessary  procedures  to  convert  non-cash  to 
cash. 
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8.4  Use  of  Financial  Assurance  to  implement  compliance  activities 

8.4.1  Use  of  Financial  Assurance  to  initiate,  undertake,  implement  or  complete  an  action, 
clean-up  or  environmental  measure  as  specified  in  the  order  or  approval  is  to  be 
authorized  by  the  Program  Director  in  a  separate  order  under  section  136  of  the  EPA. 
The  Program  Director  should  give  affected  parties  notice  of  the  proposed  order  and 
post  the  proposed  order  on  the  Environmental  Registry  as  required.  The  order  must 
be  directed  to: 

a)  The  person  to  whom  the  approval  or  order  was  issued  or  any  other  person  who  is 
bound  by  the  approval  or  order;  and 

b)  Any  person  that  to  the  knowledge  of  the  Program  Director  has  provided  the 
Financial  Assurance  for  or  on  behalf  of  a  person  referred  to  in  paragraph  a),  or 
any  successor  or  assignee  of  a  person  that  to  the  knowledge  of  the  Program 
Director  has  provided  the  Financial  Assurance  for  or  on  behalf  of  a  person 
referred  to  in  paragraph  a). 

8.4.2  Where  possible,  Ministry  staff  should  give  regulated  parties  sufficient  notice,  usually 
at  least  30  days,  of  any  action  to  use  the  Financial  Assurance.  However  Financial 
Assurance  should  be  converted  to  cash  (prior  to  using  the  Financial  Assurance)  as 
expeditiously  as  possible  given  the  situations  noted  in  Section  8.2. 

8.4.3  A  section  136  Order: 

a)  Must  state  that  the  Ministry  may  use  the  Financial  Assurance  provided  for 
environmental  work  and  that  the  Ministry  may  carry  out  this  work; 

b)  Must  specify  why  the  Financial  Assurance  was  originally  obtained  and  how  the 
conditions  are  not  being  carried  out  in  accordance  with  all  the  requirements  of  the 
approval  or  order; 

c)  Is  a  prescribed  instrument  under  the  Environmental  Bill  of  Rights  (EBR),  and 
must  be  posted  on  the  Environmental  Registry  for  a  30-day  public  comment 
period; 

d)  Is  prepared  with  assistance  from  Regional  solicitors; 

e)  Is  initiated  by  Program  Director;  and 

f)  Is  accompanied  by  the  Financial  Assurance  Refund/Disbursement  Form  (refer  to 
Appendix  I)  approved  by  the  Regional  Director. 

8.4.4  Business  and  Fiscal  Planning  Branch  should  be  notified  of  the  intent  to  access  the 
Financial  Assurance  and  to  verify  that  the  Financial  Assurance  is  valid  and  accessible 
before  the  section  136  Order  or  Notice  is  issued. 
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8.4.5  Program  Director's  correspondence  to  Business  and  Fiscal  Planning  Branch 
requesting  the  use  of  the  Financial  Assurance  funds  should  be  accompanied  by 
supporting  documentation  such  as:  Financial  Assurance  Refund/Disbursement  Form 
signed  by  the  Regional  Director,  section  136  Order  and  supporting  information  such 
as  contractor  estimates  or  invoices. 

8.4.6  Sometimes  work  has  to  be  completed  immediately  to  prevent  or  mitigate 
environmental  or  public  health  risk  and  therefore  the  Ministry  cannot  wait  for  the 
EBR  posting  to  release  the  Financial  Assurance  funds.  In  that  case,  the  order  will  be 
posted  as  an  emergency  exception. 

8.4.7  In  these  cases,  the  Ministry  shall  give  notice  under  subsection  147  (1)  of  the  EPA  if 
the  person  ordered  to  do  the  work  is  unlikely  to  do  the  work  promptly  or  competently; 
has  refused  to  comply  with  the  order;  or,  requires  assistance  with  the  order. 
Subsection  147  (1)  of  the  EPA  allows  the  Ministry  to  hire  a  different  contractor  than 
the  one  in  use  by  the  provider  of  the  Financial  Assurance  to  carry  out  the  activities 
according  to  the  terms  and  conditions  of  the  order  or  approval  or  to  complete  the 
required  works.  The  Program  Director  shall  provide  notice  under  subsection  147  (2) 
of  the  EPA  to  each  person  required  by  an  order  or  decision  made  under  the  EPA  to  do 
the  thing,  and,  if  a  receiver  or  trustee  in  bankruptcy  is  not  required  to. 

8.4.8  The  Ministry  or  its  agent  will  pay  for  the  costs  to  complete  the  work  and  will  be 
reimbursed  from  the  Financial  Assurance  account  after  the  EBR  posting  and  appeal 
period  is  finished  for  the  section  136  Order.  If  an  agent  completes  the  work,  the 
Ministry  must  be  satisfied  with  the  completion  of  the  work  prior  to  the  release  of 
funds. 

8.4.9  Where  facilities  or  sites  are  abandoned,  Financial  Assurance  will  be  expended  on 
required  decommissioning,  clean-up  and  other  necessary  activities. 

8.4.10  Where  it  is  not  feasible  to  utilize  outside  contractors  to  complete  required 
environmental  works  or  measures  as  required  by  the  order  or  approval  (for  example, 
where  access  cannot  be  gained  to  an  abatement  facility  or  where  compliance  requires 
a  process  change  within  a  manufacturing  plant),  and  it  becomes  necessary  for  the 
Ministry  to  convert  non-cash  Financial  Assurance  to  cash,  the  Ministry  will  hold  any 
funds  in  the  Consolidated  Revenue  Fund  until  compliance  is  achieved  and 
compliance  requirements  are  complied  with  the  satisfaction  of  the  Program  Director. 
In  such  cases,  staff  in  Legal  Services  Branch  should  be  consulted. 

8.4. 1 1  The  Program  Director  should  document  the  steps  leading  to  the  conversion  of  the 
Financial  Assurance  to  cash  and  the  steps  taken  to  obtain  and  utilize  the  Financial 
Assurance.  Where  necessary,  assistance  should  be  obtained  from  staff  in  the  Legal 
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Services  Branch  and  the  Economic  Analysis  Section.  Copies  of  all  relevant 
documentation  regarding  an  order  or  approval  are  to  be  sent  to  the  Business  and 
Fiscal  Planning  Branch  and  the  Assistant  Deputy  Minister  for  the  Operations  Division 
of  the  Ministry. 

8.4. 12         Flow  chart  F3  in  Appendix  F  outlines  the  necessary  procedures  to  use  Financial 
Assurance. 

8.5  Return  of  Financial  Assurance 

8.5. 1  Financial  Assurance  can  be  returned  to  the  regulated  party  under  the  following 
conditions: 

a)  Approval  is  revoked  and  the  Financial  Assurance  is  no  longer  needed.  If  the 
facility  or  site  is  not  closed,  it  is  not  recommended  that  an  approval  be  revoked 
until  Legal  Services  Branch  is  consulted  on  the  appropriateness  of  a  complete 
revocation; 

b)  Work  required  by  the  order  is  completed  and  the  Program  Director  has  verified 
that  the  work  has  been  completed  satisfactorily; 

c)  Current  holder  of  the  order  or  approval  is  replaced  by  a  new  holder  of  the  order  or 
approval  and  the  new  holder  of  the  order  or  approval  has  provided  Financial 
Assurance  to  the  satisfaction  of  the  Program  Director.  In  this  case,  existing 
Financial  Assurance  should  be  retained  until  the  new  Financial  Assurance  is 
provided; 

d)  A  change  in  the  issuer  of  the  Financial  Assurance  which  is  requested  by  the 
current  holder  of  an  order  or  approval.  The  holder  of  the  order  or  approval  must 
ensure  that  the  Financial  Assurance  is  replaced.  The  Program  Director  should 
ensure  that  existing  Financial  Assurance  remains  active  and  in  place  until  the  new 
Financial  Assurance  is  received;  and 

e)  Approval  stipulates  the  return  of  the  Financial  Assurance. 

8.5.2  Financial  Assurance  for  contingencies  can  be  returned  to  the  regulated  party  after  site 
closure,  if  the  owner/operator  of  the  landfill  site  can  demonstrate  to  the  Program 
Director's  satisfaction  that  the  future  contingencies  will  not  be  incurred. 

8.5.3  Where  Financial  Assurance  is  required  to  ensure  that  the  regulated  party  has 
sufficient  funds  to  complete  a  project  or  program  by  a  deadline,  the  Financial 
Assurance  that  is  provided  can  be  returned  as  the  regulated  party  incurs  the  expenses 
and  submits  invoices.  When  returning  Financial  Assurance  for  a  partially  completed 
project,  the  Program  Director  should  require  the  regulated  party  to  provide  an 
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estimate  of  the  remaining  expenses  and  the  Program  Director  must  ensure  that  enough 
Financial  Assurance  is  retained  to  cover  the  expenses  that  are  still  outstanding. 

8.5.4  Returns  or  reductions  from  Financial  Assurance  cash  funds  should  be  initiated  by  the 
Program  Director  and  authorized  by  the  Environmental  Assessment  and  Approvals 
Branch  (EAAB)  Director  in  an  order  under  section  134  of  the  EPA  and 
communicated  to  the  Business  and  Fiscal  Planning  Branch  who  will  return  the 
Financial  Assurance  to  the  regulated  party. 

8.5.5  At  the  discretion  of  the  Program  Director,  if  surplus  funds  (the  difference  between  the 
actual  amount  of  Financial  Assurance  and  the  order  or  approval  requirement  of 
Financial  Assurance)  exist,  funds  can  be  returned  to  the  regulated  party  upon  request. 
The  Program  Director  should  be  satisfied  that  the  excess  funds  will  not  be  needed  in 
the  future.  The  Business  and  Fiscal  Planning  Branch  is  to  ensure  that  payments  made 
to  the  regulated  party  are  in  accordance  with  appropriate  Ministry  and  Government  of 
Ontario  guidelines,  procedures  and  policies. 

8.5.6  Section  134  Order  for  returns  or  reductions  of  Financial  Assurance: 

a)  Must  be  issued  when  the  Ministry  returns  Financial  Assurance  to  regulated  party; 

b)  Must  specify  reasons  why  all  or  partial  Financial  Assurance  is  being  released; 

c)  Must  specify  regulated  party's  appealable  rights  and  time  frames; 

d)  Does  not  need  to  be  posted  on  the  Environmental  Registry  (not  a  prescribed 
instrument); 

e)  Is  initiated  and  approved  by  the  Program  Director  for  non-cash  accounts; 

f)  Is  initiated  by  the  Program  Director  and  approved  by  the  EAAB  Director  for  cash 
accounts;  and 

g)  Is  accompanied  by  the  Financial  Assurance  Refund/Disbursement  Form  (refer  to 
Appendix  I)  approved  by  the  EAAB  Director  for  cash  accounts. 

8.5.7  The  Program  Director's  correspondence  to  Business  and  Fiscal  Planning  Branch 
requesting  to  release  or  reduce  Financial  Assurance  funds  should  be  accompanied  by 
a  section  134  Order,  and  a  Financial  Assurance  Refund/Disbursement  Form.  The 
templates  are  found  in  the  Integrated  Divisional  System  (IDS)  database  and  can  be 
modified  by  the  Program  Director  on  a  case-by-case  basis.  The  Program  Director 
should  then  send  the  section  134  Order  to  the  regulated  party. 

8.5.8  Business  and  Fiscal  Planning  Branch  correspondence  accompanying  release  of 
Financial  Assurance  will  document  that  it  is  the  responsibility  of  the  regulated  party 
to  pay  taxes  on  interest  earned  on  cash  Financial  Assurance. 
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8.5.9  Once  it  is  determined  that  Financial  Assurance  should  be  returned  to  the  regulated 
party  or  the  person  or  firm  who  issued  the  Financial  Assurance,  it  should  be  returned 
to  the  regulated  party  within  a  reasonable  time  frame. 

8.5. 10  The  Business  and  Fiscal  Planning  Branch  will  provide  advice  to  the  Program  Director 
about  the  return  or  release  of  Financial  Assurance. 

8.5. 1 1  Flow  chart  F4  in  Appendix  F  outlines  the  necessary  procedures  to  return  Financial 
Assurance. 


9.  Responsibilities  of  Ministry  Branches  and  Staff 

9.1  The  roles  and  responsibilities  of  the  Program  Director  (who  is  usually  a  staff  member 
in  the  Environmental  Assessment  and  Approvals  Branch  or  in  Regional  and  District 
Offices)  (Section  9.2),  the  Business  and  Fiscal  Planning  Branch  (Section  9.3),  the 
Regional  and  District  Offices  (Section  9.4),  the  Environmental  Assessment  and 
Approvals  Branch  (Section  9.5)  and  the  Economic  Analysis  Section  (Section  9.6). 

9.1.1  Flow  charts  presented  in  Appendix  F  illustrate  the  primary  responsibilities  for  the 

proper  administration  of  obtaining,  returning,  converting  non-cash  Financial 
Assurance  to  cash  and  using  Financial  Assurance. 

9.2  Program  Director 

9.2. 1  The  Program  Director  is  generally  employed  in  one  of  the  following  two  Ministry 
branches  or  offices: 

a)  Regional  Offices;  and 

b)  Environmental  Assessment  and  Approvals  Branch  (EAAB). 

9.2.2  Ministry  staff  noted  in  Section  9.2.1  can  solicit  advice  from  the  following  Ministry 
divisions,  branches  or  sections  (or  their  equivalents): 

a)  Economic  Analysis  Section  (EAS)  in  Ministry  of  Energy,  as  per  a  shared  services 
agreement  between  the  Ministry  of  the  Environment  and  the  Ministry  of  Energy; 

b)  Legal  Services  Branch  (LSB); 

c)  Business  and  Fiscal  Planning  Branch  (BFPB); 

d)  Environmental  Sciences  and  Standards  Division  (ESSD); 

e)  Environmental  Assessment  and  Approvals  Branch  (EAAB);  and 

f)  Regional  Offices. 
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9.2.3  The  primary  contact  with  regulated  parties  will  be  through  the  Program  Director. 

9.2.4  Where  discussions  are  to  take  place  between  the  Ministry  and  the  regulated  party, 
meetings  and  other  direct  contacts  with  the  regulated  party  should  be  arranged  by  or 
through  the  Program  Director  and  other  staff  as  needed. 

9.2.5  The  principle  responsibilities  of  the  Program  Director  are  to: 

a)  Write  the  conditions  for  Financial  Assurance  in  the  order  or  approval; 

b)  Issue  order  or  approval  with  Financial  Assurance  conditions; 

c)  Deliver  the  order  or  approval  to  the  regulated  party; 

d)  Ensure  that  the  Financial  Assurance  proposal  and  Financial  Assurance  amount  has 
been  received  from  the  regulated  party; 

e)  Ensure  that  copies  of  the  Financial  Assurance  and  supporting  documents  are  sent 
to  the  Environmental  Assessment  and  Approvals  Branch  in  terms  of  an  order  and 
to  the  District  Offices  in  terms  of  an  approval  for  their  information; 

f)  Ensure  that  the  original  Financial  Assurance  and  supporting  documents  are  sent  to 
the  Business  and  Fiscal  Planning  Branch  for  final  review,  verification  and 
safekeeping; 

g)  Review  Financial  Assurance  proposal  to  ensure  all  information  items  noted  in 
Section  6.4  have  been  included  in  proposal  and  seek  advice,  if  necessary,  from 
Legal  Services  Branch  and  Economic  Analysis  Section; 

h)   Ensure  that  the  Financial  Assurance  proposed  and  provided  is  sufficient  to  pay  for 
compliance  with  terms  and  conditions  in  the  relevant  order  or  approval  by 
determining  whether  the  underlying  cost  estimates  are  reasonable  and  whether  the 
Financial  Assurance  amounts  are  calculated  according  to  this  Guideline,  with 
assistance  from  the  Economic  Analysis  Section; 

i)    Review  non-cash  Financial  Assurance  documents  to  verify  expiry  dates, 
automatic  renewal  clauses,  values,  contract  provisions  and  accessibility; 

j)    Ensure  that  cash  Financial  Assurance  has  been  deposited  in  the  Consolidated 
Revenue  Fund; 

k)   Ensure  that  the  Financial  Assurance  amount  is  amended  annually  or  according  to 
the  Cumulative  Financial  Assurance  Balance  Schedule  specified  in  the  order  or 
approval; 

1)  Ensure  that  the  Business  and  Fiscal  Planning  Branch  is  informed  of  new  accounts 
or  specific  new  actions  regarding  existing  accounts; 
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m)  Ensure  that  all  information  in  a  new  or  updated  Financial  Assurance  account  is 
provided  to  the  individual,  section  or  office  that  maintain  Financial  Assurance 
databases; 

n)   According  to  the  approval  conditions,  review  the  amount  of  the  Financial 
Assurance  in  each  active  account  to  ensure  that  the  amount  of  Financial 
Assurance  is  sufficient  to  cover  any  increases  in  expected  capital  and  other 
one-time  costs,  or  operating  costs  and  any  changes  in  other  program  requirements 
such  as  economic  parameters; 

o)   Request  and  authorize  conversion  of  non-cash  form  to  cash  (refer  to  Section  8.3); 

p)   Instruct  Business  and  Fiscal  Planning  Branch  to  demand  cash  payment  from 
issuing  institution  if  letter  of  credit  and  bond  are  not  renewed; 

q)   Request  use  of  cash  in  a  section  136  Order  (refer  to  Section  8.4); 

r)    Ensure  that  all  work  done  has  been  completed  in  a  satisfactory  manner  before  all 
or  any  amounts  of  the  Financial  Assurance  can  be  returned  to  the  regulated  party; 

s)    Request  and  authorize  returns  or  reductions  in  non-cash  Financial  Assurance  in  a 
section  134  Order  (refer  to  Section  8.5); 

t)    Request  returns  or  reductions  in  cash  Financial  Assurance  in  a  section  134  Order 
(refer  to  Section  8.5); 

u)   Monitor  periodically,  review  and  report  on  active  Financial  Assurance  accounts  as 
required  by  Ministry  management.  Reports  should  include  information  on  each 
account  and  should  include,  at  a  minimum,  the  following  items: 

Name  and  identifiers  (e.g.,  location,  order  or  approval  number,  etc.)  of  the 
regulated  party  for  each  account; 

Type  of  facility  or  operation  (e.g.,  landfill,  steel  mill,  sewage  or  treatment 
facilities,  etc.); 

Type  of  environmental  problem  or  pollutant  (e.g.,  hazardous  waste,  non- 
hazardous  solid  waste,  air  pollutants,  industrial  water  pollution,  PCB 
destruction,  etc.); 

Type  of  legal  instrument  requiring  Financial  Assurance  (e.g.,  type  of  order  or 
approval  issued); 

Amount  of  Financial  Assurance  provided; 
Form  of  Financial  Assurance  provided; 

Expiry  date  of  the  Financial  Assurance  requirement  or  form  if  applicable; 
(All  non-cash  instruments  should  have  automatic  renewal  clauses.  Some  old 
existing  forms  may  not  have  the  clause.  Flag  accounts  where  financial 
institution  or  guarantor  have  issued  forms  without  renewal  clauses.) 
Payments  into  and  out  of  each  account,  accrued  interest,  current  balance  of 
account  for  the  trust  fund  within  the  Consolidated  Revenue  Fund; 
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Cases  where  the  Financial  Assurance  was  called  in  (whether  a  non-cash 
Financial  Assurance  was  just  converted  to  cash  or  Financial  Assurance  was 
actually  used);  and 

Cases  where  Financial  Assurance  funds  are  used  by  the  Ministry  to  fulfill  the 
terms  and  conditions  in  an  order  or  approval, 
v)   Conduct  periodic  reviews  of  Financial  Assurance  accounts  which  include  but  are 
not  limited  to  the  following  appropriate  steps: 

Obtain  any  Financial  Assurance  that  has  been  required  in  orders  or  approvals; 

Obtain  additional  Financial  Assurance  where  required; 

Ensure  that  time-limited,  non-cash  Financial  Assurance  has  been  properly 

renewed; 

Authorize  the  use  of  Financial  Assurance  if  necessary;  and 

Authorize  the  return  of  Financial  Assurance  to  regulated  parties  where 

appropriate. 

9.2.5.1        Where  Program  Director  learns  of,  is  informed  of  or  is  advised  that  a  regulated  party 
with  active  Financial  Assurance  accounts  faces  financial  difficulties,  such  as: 

a)  The  regulated  party  files  for  credit  protection  or  bankruptcy; 

b)  The  regulated  party  lays  off  employees  to  an  unprecedented  extent; 

c)  A  bank  notifies  the  Ministry  that  it  will  not  renew  the  regulated  party's  letter  of 
credit;  or 

d)  A  surety  company  notifies  the  Ministry  that  it  will  not  renew  a  surety  bond. 

The  Program  Director  should  take  the  following  steps,  expeditiously: 

a)  As  soon  as  possible,  initiate  conversion  of  non-cash  Financial  Assurance  to  cash; 

b)  Initiate  any  investigations  necessary  to  verify  evidence  of  the  regulated  party's 
impending  insolvency.  The  Program  Director  should  obtain  assistance  from  the 
Economic  Analysis  Section  for  this  task;  and 

c)  Review  sufficiency  of  the  Financial  Assurance  for  the  site  or  establishment  and  if 
the  amount  of  the  Financial  Assurance  is  determined  to  be  insufficient,  obtain  as 
soon  as  possible,  sufficient  Financial  Assurance  in  cash  from  the  regulated  party. 

9.3  Business  and  Fiscal  Planning  Branch 

9.3.1  Primary  responsibilities  of  the  Business  and  Fiscal  Planning  Branch  (BFPB)  are  to: 

a)    Hold  all  Financial  Assurances,  including  cash  and  original  Financial  Assurance 
documents,  as  well  as  supporting  documents,  for  safekeeping; 
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b)  Record  data  on  all  Financial  Assurance  accounts  and  maintain  an  electronic 
database  of  accounts.  Coordinate  and  liaise  with  other  databases  such  as  the 
Integrated  Divisional  System  (IDS)  which  maintain  information  regarding 
Financial  Assurance; 

c)  Report  on  Financial  Assurance  accounts  and  statistics; 

d)  Review  and  verify  that  non-cash  Financial  Assurance  forms  and  documents  are 
still  valid; 

e)  Review  non-cash  Financial  Assurance  forms  for  completeness  to  ensure  form 
meets  Ministry  standards; 

f)  Monitor  fluctuations  of  the  value  of  Financial  Assurance  accounts  as  appropriate; 

g)  Set  up  accounts  for  new  cash  and  converted  Financial  Assurances.  Record  to  the 
Integrated  Financial  Information  System  (IFIS); 

h)   Record  cash  deposits  and  ensure  that  deposits  and  refunds  are  correctly  reported 
to  IFIS; 

i)    Prepare  monthly  reconciliation  of  cash  Financial  Assurances  in  IFIS; 

j)    Calculate  and  distribute  yearly  interest  (calculated  using  the  Tiered  Rate  offered 
by  Ontario  Financing  Authority  at  Ministry  of  Finance)  to  individual  cash 
Financial  Assurance  accounts.  Send  records  to  the  Ministry  of  Finance  for 
payment; 

k)   Return  Financial  Assurance  to  the  regulated  party  as  per  the  instructions  of  the 
Program  Director; 

1)    Convert  non-cash  form  to  cash  as  per  the  instructions  of  the  Program  Director; 

m)  Document  the  responsibility  of  regulated  party  to  pay  taxes  on  interest  earned  on 
cash  Financial  Assurance  in  correspondence  accompanying  release  of  Financial 
Assurance  funds; 

n)   Ensure  that  requested  surplus  payments  (difference  between  the  actual  and 

required  Financial  Balance)  are  returned  to  the  regulated  party  in  accordance  with 
appropriate  Ministry  and  Government  of  Ontario  guidelines,  procedures  and 
policies.  If  funds  are  to  be  returned,  the  Program  Director  will  notify  and  instruct 
Business  and  Fiscal  Planning  Branch  in  writing  to  release  funds; 

o)   Issue  periodic  reports  as  required  by  Ministry  management.  This  report  should 
include  information  on  each  account  and  should  include,  at  a  minimum,  the 
information  cited  in  Section  9.2.5,  paragraph  u); 

p)   Issue  other  reports  requested  by  Ministry  management  and  other  government  staff 
who  work  on  Financial  Assurance  accounts;  and 


62 


Financial  Assurance  Guideline  June  2011 

q)   Provide  financial  guidance  to  the  Program  Director. 

9.4  Regional  and  District  Offices  (R&DOs) 

9.4. 1  The  primary  responsibilities  of  the  R&DOs  are  to: 

a)  Prepare  Financial  Assurance  conditions  in  an  order; 

b)  Review  proposals  for  technical  accuracy; 

c)  Send  Financial  Assurance  proposals  to  Economic  Analysis  Section  for  review  of 
economic  parameters  and  Financial  Assurance  calculations; 

d)  Review  Financial  Assurance  amounts  and  documents  received  from  regulated 
party; 

e)  Send  documents  to  Legal  Services  Branch  for  review,  if  necessary; 

f)  Send  documents  and  cash  to  Business  and  Fiscal  Planning  Branch  for 
safekeeping,  and 

g)  Prepare  periodic  reports  as  required  by  Ministry  management.  The  report  should 
be  prepared  by  the  designated  divisional  lead  on  Financial  Assurance  and  should 
include,  but  not  be  restricted  to: 

The  information  cited  in  Section  9.2.5,  paragraph  u); 

Operational  changes  and  developments,  if  any; 

Comments  on  problems  with  administration,  implementation  or  other  issues; 

Staff  time  devoted  to  Financial  Assurance  and  to  other  related  activities; 

Goals,  targets  and  other  indicators  of  progress  and  indicators  of  effectiveness; 

and 

Statements  on  Financial  Assurance  accounts  and  coverage. 

9.5  Environmental  Assessment  and  Approvals  Branch  (EAAB) 

9.5. 1  The  primary  responsibilities  of  the  Financial  Assurance  Officer  at  EAAB  are  to: 

a)  Review  existing  approvals  for  landfills,  sewage  works,  air,  permits  to  take  water 
to  initiate  Financial  Assurance,  where  appropriate; 

b)  Analyze/monitor  Financial  Assurance  accounts  to  ensure  that  when  Financial 
Assurance  is  required  in  an  order,  approval  or  regulation  that  Financial  Assurance 
has  been  provided  to  the  Ministry; 

c)  Assist  in  preparing  Financial  Assurance  conditions  for  approvals; 

d)  Ensure  Financial  Assurance  accounts  remain  in  compliance  with  terms  and 
conditions  noted  in  orders  or  approvals;  including  that  regulated  parties  submit  all 
required  re-evaluations  and  annual  Financial  Assurance  payments; 
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e)  Review  proposals  for  reasonableness  and  accuracy  of  cost  estimates; 

f)  Assess  standard  forms  of  Financial  Assurance  for  automatic  renewal  clauses; 

g)  Assess  non-standard  forms  (value  of  bonds,  marketable  securities,  shares,  etc.)  of 
Financial  Assurance  against  fluctuations  in  market  prices.  If  the  values  of  the 
non-standard  forms  fall  to  a  level  less  than  the  required  value  of  the  Financial 
Assurance,  the  Program  Director  should  be  informed  that  additional  Financial 
Assurance  must  be  provided  in  cash; 

h)   Administer  procedures  for  obtaining  Financial  Assurance  and  handling  documents 
(e.g.,  send  documents  to  Economic  Analysis  Section,  Legal  Services  Branch  and 
Business  and  Fiscal  Planning  Branch  for  safekeeping); 

i)    Administer  the  procedures  for  converting  non-cash  Financial  Assurance  to  cash 
once  it  has  been  identified  that  an  active  Financial  Assurance  account  has 
financial  difficulties; 

j)    Administer  the  procedures  using  Financial  Assurance  and  for  returning  Financial 
Assurance; 

k)   Perform  compliance  audits  of  Financial  Assurance  accounts; 

1)    Maintain  the  Financial  Assurance  component  of  the  Integrated  Divisional  System 
(IDS); 

m)  Make  regular  inquiries  to  the  Superintendent  of  Deposit  Institutions  and  the 
Superintendent  of  Insurance  in  the  Ministry  of  Finance  and  to  the  Canadian 
Inspector  General  of  Banks  or  similar  institutions  as  to  the  status  and  solvency  of 
the  institutions  that  provide  Financial  Assurance; 

n)   Make  regular  inquiries  to  the  Financial  Services  Commission  of  Ontario  regarding 
the  status  and  solvency  of  Credit  Unions  and  Caisse  Populaires  which  provide 
Financial  Assurance;  and 

o)   Provide  financial  advice  and  policy  support. 

9.6  Economic  Analysis  Section  (EAS)  in  Ministry  of  Energy,  as  per  a  shared  services 

agreement  between  the  Ministry  of  the  Environment  and  the  Ministry  of  Energy 

9.6. 1  The  responsibilities  of  the  EAS  with  respect  to  Financial  Assurance  are  to: 

a)  Contribute  to  updates  of  Financial  Assurance  Guideline  and  policies; 

b)  Review  economic  parameters  and  Financial  Assurance  calculations  in  the 
Financial  Assurance  proposal  documents; 

c)  Provide  advice  to  Ministry  staff  about  interpretation  of  the  Financial  Assurance 
Guideline; 
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d)  Provide  advice  to  Ministry  staff  regarding  appeals; 

e)  Provide  advice  to  regulated  parties;  and 

f)  Conduct  special  studies  as  required  such  as  the  use  of  Financial  Assurance  or  the 
effectiveness  of  the  Financial  Assurance  program. 
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Compliance  Cost  Items  to  Estimate  the  Amount  of  Financial  Assurance  Required  for 
Specific  Orders,  Approvals,  Facilities  and  Activities 


Introduction 

This  appendix  is  intended  to  help  Ministry  staff  and  regulated  parties  estimate  the  costs 
associated  with  compliance  activities  which  can  then  be  used  to  determine  Financial  Assurance 
amounts.  Specific  activities,  technologies,  practices  and  other  cost  components  are  suggested  for 
each  type  of  order  or  approval  or  for  certain  types  of  facilities  that  are  listed  in  Section  4.  Note 
that  these  activities  and  technologies  are  defined  for  cost  estimation  purposes  only.  Regulated 
parties  are  not  obliged  to  use  these  specific  technologies  to  comply  with  their  own  regulatory 
requirements.  Indeed,  regulated  parties  may  use  different  technologies  to  produce  their  own 
estimates  for  Financial  Assurance  purposes.  In  any  event,  the  procedures  suggested  in  this 
appendix  can  be  used  to  scrutinize  and  verify  estimates  provided  by  proponents. 

As  discussed  in  Section  6,  at  least  two  key  types  of  costs  must  be  provided  for  each  program 
activity,  facility,  technology,  etc. 

(1)  Capital  and  other  one-time  costs:  Costs  incurred  for  the  purchase  of  equipment  and 
installation  of  equipment,  construction  of  buildings  and  other  site  improvements, 
including  the  costs  for  contract  services,  architect  services,  construction  labour, 
laboratory  testing,  project  management,  etc.;  incurred  usually  once  during  the  project. 

(2)  Recurring  or  annual  costs:  Costs  for  operation,  maintenance  and  monitoring  of 
equipment,  buildings  and  the  site,  including  the  costs  for  labour,  materials,  ongoing 
consultant  services,  monitoring,  etc.;  expressed  on  an  annual  basis. 

Financial  Assurance  proposals  that  specify  technologies,  cost  estimates,  appropriate  inflation  and 
discounting  procedures  (where  necessary)  and  Financial  Assurance  determinations  are  the 
responsibility  of  the  approval  applicants  or  recipients  of  orders  with  Financial  Assurance 
conditions. 

Relevant  cost  estimates  are  to  be  provided  by  the  regulated  party  in  their  Financial  Assurance 
proposal  documents.  However,  Ministry  staff  should  review  the  estimates  for  completeness, 
accuracy  of  computations,  reasonableness  of  technical  assumptions  and  site  characteristics  used 
in  calculations  such  as  relevant  financial  parameters  and  the  contaminating  life  span  of  a  landfill. 
Ministry  staff  should  keep  on  file,  or  have  access  to,  documentation  concerning  procedures,  data, 
assumptions  and  computations  to  show  how  Financial  Assurance  amounts  are  determined  for 
each  Financial  Assurance  account. 


Financial  Assurance  is  not  required  for  landfill  sites  and  other  facilities  for  which  a  municipality 
or  the  Crown  is  the  responsible  owner  or  operator. 

A  detailed  example  of  the  procedures  and  computations  needed  to  determine  Financial 
Assurance  for  a  typical  landfill  subject  to  Ontario  Regulation  232/98  is  provided  in  Appendix  H. 
A  spreadsheet  template  for  these  calculations  in  either  Microsoft  Excel  (Corel  Quattro  Pro 
accepted)  can  be  obtained  from  the: 

a)  Financial  Assurance  Officer  -  Environmental  Assessment  and  Approvals  Branch, 
Ministry  of  the  Environment,  or 

b)  Economic  Analysis  Section,  Ministry  of  Energy. 

Users  of  this  Guideline  are  reminded  that  the  purposes  of  Financial  Assurance  are  to  ensure  that 
sufficient  funds  are  available  to  comply  with  conditions  of  a  regulation,  order  or  approval  at 
some  near  or  distant  future  point  in  time,  including,  but  not  restricted  to,  decommissioning, 
clean-up,  rehabilitation  and  perpetual  care. 

Financial  Assurance  may  not  be  retained  by  the  government  as  a  penalty.  However,  Financial 
Assurance  may  be  kept  by  the  Ministry  until  the  regulated  party  has  completed  (and  paid  for)  all 
compliance  activities  or  the  Financial  Assurance  has  been  used  for  these  purposes.  When  the 
Program  Director  is  satisfied  that  Financial  Assurance  is  no  longer  needed  for  a  particular  site, 
facility  or  purpose,  it  can  be  returned  to  the  regulated  party. 

Cost  items  that  form  the  basis  of  Financial  Assurance  amounts  are  identified  and  discussed  for 
each  of  the  various  types  of  facilities,  approvals  and  orders  which  were  listed  in  Section  6.  To 
the  extent  possible,  the  types  of  facilities,  approvals,  etc.  are  listed  below  in  the  same  order  as  in 
Section  6. 

Facilities,  approvals  and  orders  where  the  planning  period  is  less  than  four  years  or  when 
there  is  no  known  future  date  for  closure,  clean-up  or  remediation  expenditures  (A.l  - 
A.12) 

A.l  Private  Transfer  Stations  and  Private  Waste  Processing  Sites 

A.  1 . 1  Financial  Assurance  to  be  provided  for  these  facilities  is  equal  to  the  total  cost  of 

removing,  transporting  and  disposing  of  any  materials  left  on  site  if  the  owners  or 
operators  cease  operations  for  any  reason  and  could  not,  or  would  not,  clean  up  the 
site. 

A.  1 .2  The  following  items  related  to  a  transfer  station  or  waste  processing  facility  must  be 

enumerated  or  estimated: 


a)  quantity  of  total  waste  allowed  on  the  site  that  will  not  be  sold  or  removed  prior  to 
closure,  in  tonnes  or  cubic  metres.  Disaggregate  by  type  of  waste  where  possible, 
e.g.,  tonnes  of  contaminated  wood; 

b)  quantity  of  total  materials  allowed  on  the  site  for  which  the  owner  has  provided 
documentation  from  other  parties  who  will  remove  said  materials  at  no  cost  to  the 
Ministry,  in  tonnes  or  cubic  metres,  e.g.,  tonnes  of  broken  asphalt; 

c)  the  total  quantities  of  all  materials  noted  in  a)  and  b)  above  must  not  exceed  the 
maximum  quantity  or  capacity  of  all  materials  allowed  on  the  site  by  the 
certificate  of  approval; 

d)  structures  and  other  items  on  site  that  have  to  be  demolished  and  removed  to 
comply  with  the  certificate  of  approval; 

e)  movable  equipment  items  that  can  and  cannot  be  sold  for  scrap; 

f)  security  devices  that  must  be  installed  permanently  or  temporarily,  e.g.,  metres  of 
perimeter  fencing,  gates,  alarms,  etc.; 

g)  amount  of  contaminated  soil  on  the  site  that  must  be  excavated  and  removed,  in 
tonnes  or  cubic  metres;  and 

h)   distance,  in  kilometres,  to  final  disposal  site(s). 

A.  1.3  The  following  cost  items  should  be  obtained,  determined  or  estimated: 

a)  cost  per  unit  or  job  of  any  demolition  required; 

b)  unit  costs  of  loading  each  type  of  waste,  demolition  rubble,  contaminated  soil  or 
equipment  that  must  be  sent  for  disposal,  e.g.,  $/tonne  or  cubic  metre; 

c)  unit  costs  of  any  required  treatment  activities,  e.g.,  soil  decontamination; 

d)  unit  costs  of  transporting  each  type  of  waste,  demolition  rubble,  contaminated  soil 
or  equipment  that  must  be  sent  for  disposal,  e.g.,  $/tonne,  cubic  metre/km, 

e)  unit  cost  ("tipping  fee")  for  disposing  of  each  type  of  waste,  demolition  rubble, 
contaminated  soil  or  equipment  in  an  approved  disposal  site,  e.g.,  $/tonne,  cubic 
metre;  and 

f)  costs  of  security  devices  as  needed. 

These  costs  must  reflect  the  costs  of  a  third  party  to  undertake  all  work  associated 
with  managing  and  carrying  out  the  activities  listed  in  A.  1.2. 

A.  1 .4  In  addition,  the  following  cost  items  may  be  relevant  for  some  facilities: 

a)    management,  supervisory,  administrative  costs,  expressed  as  a  percentage  of  the 
sum  of  costs  listed  in  A.  1.5.  Evidence  of  the  need  and  percentage  used  should  be 
provided; 


b)  contingency  costs  may  be  required  if  the  estimates  for  cost  items  in  A.  1 .5  are 
uncertain.  Contingency  costs  are  also  expressed  as  a  percentage  (e.g.,  10  to  15% 
of  total  costs)  of  the  sum  of  costs  listed  in  A.  1.5; 

c)  any  other  activities  necessary  to  implement  long-term  care  provisions,  if 
applicable; 

d)  any  other  steps  and  activities  necessary  to  complete  site  rehabilitation. 

A.  1 .5  Financial  Assurance  for  these  facilities  must  include  the  sum  of: 

a)  total  cost  of  demolition,  where  required; 

b)  total  cost  of  loading  all  waste,  demolition,  contaminated  soil  and  equipment  on  to 
transport  vehicles,  e.g.,  quantity  of  contaminated  wood  x  unit  cost  of  loading 
contaminated  wood; 

c)  total  cost  of  transporting  all  waste,  demolition,  contaminated  soil  and  equipment 
to  disposal  sites,  e.g.,  quantity  of  contaminated  wood  x  cost/km  of  transporting 
contaminated  wood  x  km  to  disposal  site; 

d)  total  cost  of  disposing  all  waste,  demolition,  contaminated  soil  and  equipment  in 
approved  disposal  sites,  e.g.,  quantity  of  contaminated  wood  x  unit  cost  of 
disposal  (i.e.,  "tipping  fee"); 

e)  total  cost  of  treating  any  of  the  wastes  prior  to  final  disposal,  e.g.,  quantity  of 
contaminated  soil  x  unit  cost  of  decontamination;  and 

f)  total  cost  of  any  security  devices  or  installations  required. 

A.  1 .6  If  conditions  in  the  certificate  of  approval  require  actions  to  prevent  potential  off-site 

contamination  arising  from  operation  of  the  site,  the  costs  of  these  actions  should  be 
estimated.  It  would  be  prudent  to  obtain  Financial  Assurance  for  these  actions  until 
the  owner  provides  evidence  that  the  actions  have  been  completed. 

A.  1 .7  Financial  Assurance  for  the  above-noted  cost  items  should  be  obtained  by  the 

Program  Director  before  the  commencement  of  operations  or  as  otherwise  required 
by  the  Program  Director. 

A.2  Private  Waste  Management  (Haulage)  Systems  Which  Carry  Wastes 

A.2. 1  In  accordance  with  the  document,  Guide  for  Applying  for  Approval  of  a  Waste 

Management  System,  issued  November  1999  by  the  Environmental  Assessment  and 
Approvals  Branch  of  the  Ministry  of  the  Environment: 

a)    each  biomedical  waste  hauler  is  required  to  provide  "an  Irrevocable  Letter  of 
Credit  in  the  minimum  amount  of  $50,000..."  which  "...is  to  be  posted  with  the 
Ministry  of  the  Environment,"  and 


b)   each  PCB  waste  hauler  must  provide  "An  Irrevocable  Letter  of  Credit  in  the 
Amount  of  $100,000..."  which  "...must  be  sent  to  the  Director  of  the 
Environmental  Assessment  and  Approvals  Branch  prior  to  the  operations  and 
issuance  of  a  PCB  waste  management  systems."  (sic) 

A.2.2  The  Financial  Assurance  amount  for  biomedical  waste  haulers  are  based  on: 

a)  the  sized  (dimensions)  of  the  biomedical  transportation  container  utilized,  and 

b)  the  number  of  containers  required  to  reach  maximum  fleet  capacity. 

A.2.3  For  haulers  of  any  other  material  (e.g.,  hazardous  subject  waste,  caustic  chemicals) 

for  which  Financial  Assurance  is  deemed  necessary  (i.e.,  criteria  in  Section  4.4 
apply),  the  amount  should  be  equal  to  100%  of  the  estimated  costs  of  cleaning  up, 
hauling  away  and  disposing  of  all  debris  and  any  contaminated  soil  from  a  spill  or 
upset  from  the  largest  vehicle  owned  by  the  regulated  party  (hauler). 

A.2.4  Financial  Assurance  is  not  normally  obtained  from  haulers  of  biosolids  (processed 

organic  wastes  and  hauled  sewage).  Financial  Assurance  is  not  required  for  sites  at 
which  processed  organic  waste  or  hauled  sewage  are  spread.  Spreading  rates  and 
total  amount  of  biosolids  received  at  a  given  site  are  limited  by  the  certificate  of 
approval. 

A.2.5  Additional  costs  on  which  Financial  Assurance  amounts  for  haulers  of  materials  not 

subject  to  the  Guide  for  Applying  for  Approval  of  a  Waste  Management  System  may 
be  based  on,  but  not  restricted  to: 

a)  loading  all  debris  and  contaminated  soil  from  a  spill; 

b)  transporting  debris  and  soil  to  the  nearest  approved  disposal  site; 

c)  disposing  of  all  debris  and  contaminated  soil  in  an  approved  disposal  site; 

d)  where  necessary,  the  cost  of  provision  of  alternate  water  supplies  in  accordance 
with  subsection  132  (1)  (b),  Part  XII,  EPA; 

e)  estimates  are  based  on  spilling  a  load  of  PCBs  or  biomedical  waste  from  the 
largest  vehicle  owned  by  the  regulated  party;  and 

f)  compensation  for  out-of-pocket  expenses  by  damaged  parties  where  authorized. 

A.2.6  The  procedures  and  input  data  for  estimating  the  predetermined  Financial  Assurance 

amounts  noted  in  the  Guide  for  Applying  for  Approval  of  a  Waste  Management 
System  should  be  reviewed  and  updated  by  staff  every  five  years  in  order  to  ensure 
sufficiency  of  Financial  Assurance  and  to  defend  amounts  required  in  appeals. 

A.3  Private  Used  Tire  Storage  or  Disposal  Facilities  Which  Contain  More  Than 

5,000  Tire  Units 


A.3.1  Financial  Assurance  for  these  sites  is  equal  to  the  total  costs  of  loading,  transporting 

and  disposing  of  tires  to  approved  sites  or  uses. 

A.3.2  All  cost  items  and  computational  steps  and  procedures  for  this  type  of  site  are  similar 

to  those  for  transfer  stations  and  waste  processing  facilities  listed  in  A.  1 . 

A.4  Regulation  352  -  Mobile  PCB  Destruction  Facilities 

A.4. 1  Regulation  352  -  Mobile  PCB  Destruction  Facilities,  requires  that  applicants  for  PCB 

destruction  facility  approvals  provide  the  following  predetermined  amounts  of 
Financial  Assurance: 

a)  $50,000  for  each  Class  1  mobile  PCB  destruction  facility  waste  disposal  site;  and 

b)  $50,000  for  each  Class  2  mobile  PCB  destruction  facility  waste  management 
system  (hauler). 

A.4. 2  The  costs  on  which  these  predetermined  amounts  are  based  are  not  revealed  in  the 

regulation.  However,  a  review  and  verification  of  these  costs  should  be  undertaken, 
at  least,  every  five  years  in  order  to  ensure  sufficiency  of  the  Financial  Assurance  and 
to  verify  the  Financial  Assurance  estimates. 

A.5  PCB  Storage  Sites  Established  in  Accordance  with  Written  Director's 

Instructions  under  Regulation  362  -  Waste  Management  -  PCBs 

A.5.1  Financial  Assurance  for  PCB  storage  facilities  should  equal  100%  of  the  total  one- 

time capital  costs  of  removing  the  total  allowable  capacity  of  the  PCBs  to  a  licensed 
destruction  facility  plus  the  charges  for  destroying  all  of  the  PCBs  in  the  facility. 

A.6  Approvals  under  Section  53,  OWRA  Including  Private  Communal  Sewage 

Systems  and  Sewage  Works  in  Unorganized  or  Organized  Areas  Without  a 
Municipal  Government  Agency  Agreement  to  Take  over  the  System 

A.6.1  The  amount  of  Financial  Assurance  required  should  be  equal  to  100%  of  three  years 

of  undiscounted  operating  costs  plus  15%  of  the  capital  costs  sufficient  to  provide 
funds  for  upgrading  or  clean-up  that  may  be  required  after  a  default  and  for  temporary 
operation  by  the  Ministry  until  a  municipality  or  another  local  organization  takes  over 
operations. 

A.6. 2  Key  cost  items  include,  but  are  not  restricted  to: 

a)    one-time  capital  items  such  as  replacement  of  pipes,  pumps  and  controls; 

construction  of  tanks;  electrical  equipment;  construction  of  structures;  installation 
of  all  equipment,  etc.  which  are  sized  appropriately;  and 


b)   recurring,  annual  operating  expenses  include  labour,  power  or  fuel,  chemicals, 
repair  and  maintenance  expenses  and  contract  expenses  for  lab  work.  These  costs 
may  be  obtained  directly  from  engineering  consultants  or  based  on  the  volume 
capacity  of  the  facility. 

A.7  Approvals  under  Section  9,  EPA 

A.7. 1  Approvals  under  section  9,  EPA  including  (but  not  limited  to)  those  that  contain 

conditions  associated  with: 

a)  specific  abatement  actions  that  contain  deadlines; 

b)  the  storage  of  subject  waste  materials  from  air  pollution  control  equipment; 

c)  equipment  used  in  the  mobile  in-situ  chemical  oxidation  process;  and 

d)  back-up  control  equipment. 

A.7. 2  Financial  Assurance  should  be  calculated  as  follows: 

a)  for  specific  abatement  actions  that  contain  deadlines,  the  amount  of  Financial 
Assurance  would  be  100%  of  the  capital  and  all  recurring  costs  to  implement  all 
abatement  requirements; 

b)  for  the  storage  of  subject  waste  materials  from  air  pollution  control  equipment, 
the  amount  of  Financial  Assurance  would  be  100%  of  the  estimated  cost  to 
remove  the  subject  waste  from  the  site  and  dispose  of  it  in  accordance  with 
Ministry  standards; 

c)  for  equipment  used  in  the  mobile  in-situ  chemical  oxidation  process,  the  amount 
of  Financial  Assurance  would  be  based  on  the  number  of  sites  being  operated 
under  the  certificate  of  approval,  or  some  other  basis  deemed  acceptable  by  the 
Program  Director;  and 

d)  where  the  compliance  projects  are  to  be  completed  within  four  years,  the  amount 
of  Financial  Assurance  should  be  100%  of  the  estimated  one-time  (capital)  costs 
of  replacing  the  air  pollution  control  equipment  with  back-up  control  equipment 
that  is  known  to  control  the  emissions  in  question  to  an  acceptable  degree  as 
required  by  the  Program  Director. 

A. 7. 3  Cost  items  should  include  capital  and  one-time  design  and  equipment  items, 

appropriate  sizing  according  to  gas  flows,  temperature  and  other  factors  that  affect 
capital  costs.  This  information  should  be  provided  by  engineering  consultants  that 
are  hired  by  approval  applicants. 

A.8  Approvals  for  Operations  Which  Discharge  into  Surface  Waters  Subject  to 

Section  53,  OWRA 


A.8. 1  Financial  Assurance  can  be  required  to  ensure  that  compliance  with  the  terms  and 

conditions  of  an  approval  are  achieved  by  a  specified  date. 

A.8.2  Cost  estimates  of  the  required  abatement  or  preventative  systems  and  activities  should 

be  provided  by  the  regulated  party.  If  such  estimates  are  not  submitted,  the  Program 
Director  should  issue  an  order  to  require  that  the  regulated  party  provide  these 
estimates.  The  issuing  Program  Director  should  confer  with  the  Economic  Analysis 
Section  regarding  the  kind  of  cost  data  and  other  information  that  should  be  specified 
in  the  order  and  obtained  from  the  regulated  party. 

A. 8. 3  Financial  Assurance  would  normally  be  equal  to  100%  of  the  capital  costs  of 

implementing  the  required  abatement  or  prevention  systems.  If  costs  are  to  be 
incurred  over  four  or  more  years,  the  recommended  amount  of  Financial  Assurance  is 
equal  to  the  present  value  of  capital  and  other  one-time  costs,  plus  the  total  annual 
recurring  costs  for  the  entire  period. 

A.9  Permits  to  Take  Water  under  Section  34,  OWRA 

A.9.1  The  amount  of  Financial  Assurance  for  a  permit  to  take  water  should  be  100%  of  the 

least-cost,  technically  acceptable  method  of  supplying  any  parties  who  are  adversely 
affected,  with  domestic  water  by  other  means,  including  delivery  by  truck. 

A.9. 2  If  truck  delivery  is  the  basis  for  cost  estimation,  water  and  delivery  costs  should  be 

estimated  for  a  minimum  of  two  years. 

A.9. 3  If  there  is  evidence  or  experience  that  a  new  well  or  pipeline  would  be  the  only 

feasible  replacement  option,  the  estimated  capital  cost  of  the  installation  plus  two 
years  of  undiscounted  operating  costs  should  be  provided  as  Financial  Assurance. 

A.9. 4  The  cost  items  for  truck  delivery  include: 

a)  the  quantity  of  bottled  water  to  be  delivered  to  each  affected  party  each  day  or 
week; 

b)  the  price  of  the  bottled  water; 

c)  the  average  distance  driven  for  deliveries  each  week  or  month;  and 

d)  truck  operating  costs  per  km,  etc. 

A.9. 5  Information  about  activities  and  cost  items  for  constructing  new  wells  or  communal 

hook-ups  to  existing  systems  may  be  obtained  from  equipment  venders  and  municipal 
works  departments. 

A.10  Orders  to  Undertake  Industrial  Abatement  Programs  under  Section  18,  EPA 

A.  1 0. 1        Financial  Assurance  may  be  required  as  a  condition  of  an  order  to  ensure  that: 


a)  sufficient  funds  for  compliance  are  available,  and 

b)  compliance  is  achieved  by  the  agreed-to  deadline. 

A.  10.2        Cost  estimates  for  abatement  or  preventative  measures  ordered  should  be  obtained 
from  the  regulated  party  by  voluntary  means  or  by  means  of  conditions  in  the  order 
served.  Staff  should  refer  to: 

a)  the  Ministry  Guideline  F-14,  Economic  Analyses  of  Control  Documents  on 
Private  Sector  Enterprises  and  Municipal  Projects,  and 

b)  the  Economic  Analysis  Section  (Ministry  of  Energy)  to  help  staff  define  the  cost 
information  that  should  be  specified  in  the  order. 

A.  10.3        The  amount  of  Financial  Assurance  should  be  equal  to  100%  of  the  total 

undiscounted  capital  cost  of  abatement  or  prevention  systems  necessary  to  satisfy  or 
complete  the  conditions  of  the  order.  Future  contingency  costs  should  also  be 
estimated.  If  there  is  more  than  one  technical  option  available  to  achieve  the 
requirements  of  the  order,  the  least-cost  option  can  be  used  as  the  basis  of  the 
Financial  Assurance  amount. 

A.  10.4        If  the  implementation  period  is  to  extend  longer  than  four  years,  costs  to  be  incurred 
in  the  5th  and  subsequent  years  may  be  discounted  using  the  preferred  discount  rate 
indicated  in  Section  6.  The  Financial  Assurance  amount  is  equal  to  the  sum  of  all 
expenditures  over  the  period  of  installation  of  equipment  and  facilities. 

A.  10. 5        Financial  Assurance  provided  as  a  condition  of  an  order  for  abatement  or  prevention 
programs  can  be  used  to  pay  invoices  as  costs  are  incurred  so  that  the  total  Financial 
Assurance  balance  can  be  reduced  as  the  work  is  completed.  In  this  context, 
Financial  Assurance  will  provide  the  regulated  party  with  a  financial  incentive  to 
implement  compliance  actions  in  a  timely  manner.  Ministry  staff  should  review 
Financial  Assurance  balances  and  estimated  future  expenditures  every  six  months  to 
ensure  that  remaining  Financial  Assurance  is  sufficient. 

A.ll  Orders  to  Require  Decommissioning  and  Remediation  of  Contaminated  Sites 

A.  1 1 . 1        An  order  that  requires  decommissioning  and  remediation  of  a  contaminated  site  may 
also  include  conditions  to  require  Financial  Assurance  in  the  certificate  of  approval. 
Financial  Assurance  should  be  required  where  one  or  more  of  the  criteria  noted  in 
Section  4.4  paragraph  a)  of  the  Guideline  apply.  It  is  presumed  that  such  a  site  will 
be  remediated  so  that  the  site  may  be  used  for  new  construction  or  other  purposes. 

A.l  1.2        The  amount  of  Financial  Assurance  should  be  equal  to  100%  of  the  one-time  capital 
costs  for  decommissioning  and  remediation  to  bring  the  site  into  compliance  with  the 
terms  and  conditions  of  the  order  and  local  zoning  by-laws.  Cost  estimates  should  be 


made  under  the  assumption  that  the  work  will  be  carried  out  by  a  third  party 
contractor. 

A.l  1.3        The  requirement  to  estimate  costs  of  the  above-noted  activities  and  to  report  them  to 
the  Program  Director  should  be  specified  as  conditions  in  the  order. 

A.  1 1 .4        Cost  items  associated  with  decommissioning  and  rehabilitation  include: 

a)  engineering  and  design, 

b)  soil  testing, 

c)  site  preparation  and  security  (fencing), 

d)  excavation,  hauling,  disposal  fees, 

e)  contaminated  soil  processing  (if  necessary),  and 

f)  insurance  and  inspections. 

A.12  Orders  Involving  Storage  of  Subject  Wastes  under  Regulation  347 

A.  12.1        Financial  Assurance  to  be  provided  for  these  facilities  is  equal  to  the  total  cost  of 
removing,  transporting  and  disposing  of  any  materials  left  on  site  if  the  owners  or 
operators  ceased  operations  for  any  reason  and  could  not,  or  would  not,  clean  up  the 
site.  For  purposes  of  Financial  Assurance,  these  types  of  sites  are  similar  to  those 
noted  in  A.l  above. 

A.  12.2        Relevant  information  items  needed  to  estimate  costs  include: 

a)  quantity  of  total  waste  allowed  on  the  site,  in  tonnes  or  cubic  metres. 
Disaggregate  by  type  of  waste  where  necessary; 

b)  movable  equipment  items  that  can  and  cannot  be  sold  for  scrap; 

c)  security  devices  that  must  be  installed  permanently  or  temporarily,  e.g.,  metres  of 
perimeter  fencing,  gates,  alarms,  etc.; 

d)  the  amount  of  contaminated  soil  on  the  site,  if  any,  that  must  be  excavated  and 
removed,  in  tonnes  or  cubic  metres;  and 

e)  distance,  in  kilometres,  to  final  disposal  site(s). 

A.  12.3        The  following  cost  items  should  be  obtained,  determined  or  estimated: 

a)  unit  costs  of  loading  each  type  of  waste  and  contaminated  soil  or  equipment  that 
must  be  sent  for  disposal,  e.g.,  $/tonne  or  cubic  metre; 

b)  unit  costs  of  any  required  treatment  activities,  e.g.,  soil  decontamination; 

c)  unit  costs  of  transporting  each  type  of  waste,  contaminated  soil  or  equipment  that 
must  be  sent  for  disposal,  e.g.,  $/tonne,  cubic  metre/km; 


d)  unit  cost  ("tipping  fee")  for  disposing  of  each  type  of  waste  in  an  approved 
disposal  site,  e.g.,  $/tonne,  cubic  metre;  and 

e)  costs  of  security  devices,  as  needed. 

These  costs  must  reflect  the  costs  of  contracting  a  third  party  to  undertake  all  work 
associated  with  managing  and  carrying  out  the  activities  listed  in  A.  12.2. 

A. 12.4        Financial  Assurance  for  these  facilities  must  consist  of  the  sum  of: 

a)  total  cost  of  loading  all  waste,  contaminated  soil  and  equipment  on  to  transport 
vehicles; 

b)  total  cost  of  transporting  all  waste,  contaminated  soil  and  equipment  to  disposal 
sites; 

c)  total  cost  of  disposing  all  waste,  contaminated  soil  and  equipment  in  approved 
disposal  sites; 

d)  total  cost  of  treating  any  of  the  wastes  prior  to  final  disposal,  e.g.,  quantity  of 
contaminated  soil  x  unit  cost  of  decontamination;  and 

e)  total  cost  of  any  security  devices  or  installations  needed. 

Estimating  Financial  Assurance  when  the  planning  period  is  four  or  more  years  or  when 
there  is  a  known  future  date  for  closure,  clean-up  or  remediation  expenditures  (A.  13  - 
A.16) 

A.13  Private  Municipal  Waste  Landfilling  Sites 

A.  13.1        Financial  Assurance  requirements  for  private  sector  landfill  sites  should  follow 
Ontario  Regulation  232/98  -  Landfilling  Sites  when: 

a)  the  site  came  into  existence  on  or  after  August  1,  1998  and  was  intended,  at  the 
time  it  came  into  existence,  to  have  a  total  waste  disposal  volume  of  more  than 
40,000  cubic  metres  and  to  accept  only  municipal  waste  for  disposal; 

b)  the  site  is  being  altered,  enlarged  or  extended  on  or  after  August  1,  1998  so  that, 
after  alteration,  the  site's  total  waste  disposal  volume  will  exceed  40,000  cubic 
metres  and  will  accept  only  municipal  waste  for  disposal;  and 

c)  where  a  landfill  is  subject  to  Ontario  Regulation  232/98,  the  amount  of  Financial 
Assurance  to  be  provided  should  be  equal  to  the: 

i)    present  value,  at  the  estimated  date  of  closure,  of  the  costs  of  planned  closure 
for  the  largest  area  that  will  require  final  cover, 

ii)  present  value  of  post-closure  care  for  the  entire  area  of  the  site  for  the  entire 
duration  of  the  contaminating  life  span  of  the  facility,  and 


iii)  contingency  costs  for  the  entire  area  of  the  site.  A  numerical  example  is 
presented  in  Appendix  H. 

A.  13. 2        Costs  of  planned  closure  of  the  largest  area  that  will  require  final  cover  at  the  end  or 
the  operating  life  of  a  landfill  site  include,  but  are  not  restricted  to,  the  following 
activities,  tasks,  and  parameters: 

a)  grading,  final  cover  and  landscaping; 

b)  construction  of  security  fences  and  associated  devices,  roads; 

c)  installation  of  purge  wells,  test  wells  for  monitoring  leachate; 

d)  quantity  and  haul  distances  of  cover  material  needed; 

e)  leachate  and  gas  collection  and  treatment  facilities  if  included  in  the  site  closure 
plan  or  if  specified  in  the  approval; 

f)  any  other  required  remediation  activities. 

Financial  Assurance  for  planned  closure  is  not  required  if  the  filled  portions  of  the 
site  are  closed  properly  within  five  years,  or  earlier. 

A.  13. 3        Expected  post-closure  care,  maintenance  and  monitoring  activities  over  the  entire 
area  of  the  landfill  that  contains  waste  plus  any  buffer  areas  and  lands  that  contain 
leachate  and/or  gas  collection  and  treatment  facilities,  over  the  contaminating  life 
span  of  the  site,  include,  but  are  not  restricted  to,  the  following  activities  and  tasks: 

a)  security; 

b)  maintenance  of  leachate  monitoring  wells; 

c)  sample  collection,  transportation  and  testing  of  leachate  and  off-gasses; 

d)  care  and  maintenance  of  the  final  cover  and  landscaping; 

e)  data  reporting  and  storage  of  gas  and  leachate  samples; 

f)  construction  and  maintenance  of  any  other  facilities  mandated  by  an  order  or 
approval; 

g)  operation  of  vehicles,  structures  or  equipment; 

h)   consulting  charges; 

i)    replacement  of  any  capital  equipment  (pipes,  pumps,  structures,  wells,  etc.)  over 
the  contaminating  life  span;  and 

j)    labour  charges  based  on  person-days  or  person-years  of  effort  required  for  each 
activity,  classification  of  employees  needed  to  do  the  work. 


A.  13. 4        Financial  Assurance  also  includes  an  additional  amount  for  contingency  costs.  This 
contingency  cost  component  is  determined  by  a  formula  provided  in  Ontario 
Regulation  232/98: 

F    =    $0.50  x  Wx(I2-I1) 

where, 

F     =    the  amount  of  the  Financial  Assurance, 

W  =    the  number  of  tonnes  of  waste  that  have  been  deposited  in  the  landfilling  site 
at  the  time  the  amount  of  Financial  Assurance  is  calculated, 

Ii  =  the  1997  Annual  Average  Non-Residential  Building  Construction  Price  Index 
for  Toronto,  determined  with  reference  to  the  same  base  year  as  is  applicable  to  h,  as 
published  by  Statistics  Canada,  Catalogue  62-007, 

h    =    the  most  recent  Annual  Average  Non-Residential  Building  Construction  Price 
Index  for  Toronto  available  at  the  time  the  amount  of  the  Financial  Assurance  is 
calculated,  as  published  by  Statistics  Canada,  Catalogue  62-007. 

As  noted,  the  contingency  cost  amount  is  adjusted  each  year  by  the  tonnes  of  waste 
deposited  and  by  the  Non-Residential  Building  Construction  Price  Index  for  Toronto. 

A.  13. 5        Financial  Assurance  for  a  landfill  site  that  has  a  total  waste  volume  less  than  40,000 
cubic  metres,  or  has  been  operating  before  August  1,  1998  may,  at  the  discretion  of 
the  Program  Director,  be  based  on  technologies  and  procedures  that  differ  from  those 
specified  in  Ontario  Regulation  232/98.  These  alternative  procedures  are  noted  in 
A.13.6. 

A.  13. 6        Ontario  Regulation  232/98  is  the  preferred  method  of  calculating  Financial  Assurance 
and  is  mandatory  for  sites  which  have  been  established  on  or  after  August  1,  1998 
with  a  capacity  over  40,000  cubic  metres.  The  Program  Director  has  the  discretion  to 
require  other  methods  for  calculating  Financial  Assurance  as  conditions  of  a 
certificate  of  approval.  Therefore,  for  landfill  sites  that  began  operation  before 
August  1,  1998  or  are  under  40,000  cubic  metres  capacity,  the  Program  Director  may 
direct  that  Financial  Assurance  be  derived  from  the  costs  of  emergency  and  planned 
closure,  post-closure  and  contingency  activities  described  below. 

A.  13. 6.1     Emergency  closure  means  that  a  site  is  closed  prior  to  the  planned  closure  date  for 
some  reason.  For  emergency  closure  estimates,  the  filled  area  to  be  covered  and 
rehabilitated  each  year  is  equal  to  the  proportion  of  the  site  that  is  filled  each  year. 
Emergency  closure  costs  include,  but  are  not  restricted  to,  the  following  activities, 
tasks,  and  parameters: 


a)  grading,  final  cover  and  landscaping; 

b)  construction  of  security  fences  and  associated  devices,  roads; 

c)  installation  of  purge  wells,  test  wells  for  monitoring  leachate; 

d)  quantity  and  haul  distances  of  cover  material  needed;  and 

e)  any  other  required  remediation  activities. 

Emergency  closure  amounts  may  be  updated  each  time  Financial  Assurance  is 
reviewed  in  order  to  account  for  the  expanded  landfill  use. 

A.  13. 6.2     Planned  closure  generally  occurs  when  the  landfill  reaches  approved  capacity.  The 
cost  estimates  are  based  on  the  largest  area  that  will  require  final  cover  at  the  end  of 
the  operating  period  of  a  landfill  site.  Cost  items  include,  but  are  not  restricted  to,  the 
following  activities  and  tasks: 

a)  grading,  final  cover  and  landscaping; 

b)  construction  of  security  fences  and  associated  devices,  roads; 

c)  installation  of  purge  wells,  test  wells  for  monitoring  leachate; 

d)  quantity  and  haul  distances  of  cover  material  needed;  and 

e)  any  other  required  remediation  activities. 

Financial  Assurance  amount  for  planned  closure  replaces  Financial  Assurance  for 
emergency  closure  five  years  before  the  planned  final  closure  of  the  site. 

A.  13. 6. 3     Expected  post-closure  care,  maintenance  and  monitoring  activities  over  the  entire 
area  of  the  landfill  that  contains  waste  plus  any  buffer  areas  and  lands  that  contain 
leachate  and/or  gas  collection  and  treatment  facilities.  The  time  frame  of  post-closure 
care,  maintenance  and  monitoring  extends  from  the  date  of  closure  to  the  end  of  the 
contaminating  life  span  of  the  site.  Cost  items  include,  but  are  not  restricted  to,  the 
following  activities  and  tasks: 

a)  security; 

b)  maintenance  of  leachate  monitoring  wells; 

c)  sample  collection,  transportation  and  testing  of  leachate  and  off-gasses; 

d)  care  and  maintenance  of  the  final  cover  and  landscaping; 

e)  data  reporting  and  storage  of  gas  and  leachate  samples; 

f)  construction  and  maintenance  of  any  other  facilities  mandated  by  an  order  or 
approval; 

g)  operation  of  vehicles,  structures  or  equipment; 


h)   consulting  charges; 

i)    replacement  of  any  capital  equipment  (pipes,  pumps,  structures,  wells,  etc.)  over 
the  contaminating  life  span;  and 

j)    labour  charges  based  on  person-days  or  person-years  of  effort  required  for  each 
activity,  classification  of  employees  needed  to  do  the  work. 

A.  13. 6. 4     Contingency  costs  consist  of  costs  of  potential  leachate  and  gas  collection  and 

treatment  facilities.  Cost  of  repairing  leaks  in  an  impermeable  liner  under  the  landfill 
may  also  be  included  as  a  contingency  as  per  conditions  in  the  certificate  of  approval. 
The  amount  of  Financial  Assurance  should  equal  the  estimated  one-time  capital  costs 
plus  at  least  one  year's  operating  costs. 

A.  13. 6. 5     During  the  operating  life  of  a  landfill,  the  total  Financial  Assurance  for  sites 

established  before  1998  would  be  the  sum  of  Financial  Assurance  for  emergency 
closure,  post-closure  care  and  maintenance  and  contingency  costs. 

A.  13. 6. 6     At  least  five  years  prior  to  closure,  the  total  amount  of  Financial  Assurance  should  be 
provided  including  the  sum  of  planned  closure  costs,  the  present  value  of  post-closure 
care  and  maintenance  costs  over  the  contaminating  life  span  of  the  site  and 
contingency  costs  based  on  leachate  and  gas  collection  and  treatment  and  repair  of 
impermeable  liners  as  specified  in  the  certificate  of  approval. 

A.  13. 7        Irrespective  of  when  the  landfill  operation  began,  the  minimum  contaminating  life 
span  for  landfills  is  25  years  for  purposes  of  discounting. 

A.13.8        Not  withstanding  Ontario  Regulation  232/98,  relevant  cost  estimates  should  be 
updated  every  three  years  or  as  otherwise  required  by  the  Program  Director. 

A.14  Incineration  Facilities 

A.  14. 1        Financial  Assurance  for  incinerators  is  for  the  purpose  of  funding  the 

decommissioning  of  the  facility.  Since  decommissioning  would  take  place  more  than 
four  years  after  a  plant  begins  operation,  Financial  Assurance  for  the  facility  would 
equal  the  present  value  of  all  decommissioning  costs. 

A.  14.2        Decommissioning  costs  include: 

a)  removal  of  all  equipment,  machinery  and  fixtures  which  can  be  sold; 

b)  demolition  of  all  structures; 

c)  loading  of  all  demolition  debris  and  machinery  that  cannot  be  sold; 

d)  transporting  all  demolition  debris  to  an  approved  disposal  facility; 

e)  disposal  of  all  demolition  debris  in  an  approved  facility; 


f)  decontamination  of  soil  if  needed;  and 

g)  removal  of  contaminated  soil  to  an  approved  disposal  facility. 

A.M. 3        Cost  estimates  made  at  the  outset  of  the  facility's  operating  life  will  be  very 

uncertain.  Assumptions  must  be  clearly  defined.  Updates  should  be  made  at  least 
every  three  years  or  at  the  direction  of  the  Program  Director. 

A.15  Approvals  under  Section  53,  OWRA  for  Industrial  and  Milling  Activities  That 

Generate  Tailings  or  Ash 

A.  15.1        Financial  Assurance  may  be  required  to  finance  site  closure  and  rehabilitation  of 
tailings,  slag  or  other  waste  material  storage  areas  and  for  long-term  care.  The 
amount  of  Financial  Assurance  required  should  include  100%  of  the  present  value  (at 
the  time  of  closure)  of  the  total  costs  of  planned  closure  and  rehabilitation  activities, 
plus  costs  of  long-term  monitoring,  maintenance  and  contingency  plans  as  required 
by  the  Program  Director. 

A.  15. 2        Present  value  computational  procedures  are  similar  to  those  for  landfills.  The  time 
period  for  present  value  calculations  is  the  contaminating  life  span  of  the  disposal 
facility  or  a  time  period  that  is  otherwise  acceptable  to  the  Program  Director. 

A.  15. 3        If  the  regulated  party  is  a  mining  company  under  the  authority  of  the  Mining  Act,  it 
may  have  provided  Financial  Assurance  to  the  Ministry  of  Northern  Development 
and  Mines  (MNDM)  to  finance  the  firm's  site  closure  plan.  If  a  mining  operation  is 
issued  an  order  or  approval,  Ministry  of  the  Environment  staff  should  confer  with  the 
"mines  group"  of  MNDM  in  Sudbury  to  ensure  that  sufficient  Financial  Assurance 
has  been  provided  to  pay  for  compliance  costs  of  Ministry  of  the  Environment 
requirements  in  addition  to  the  provisions  of  the  site  closure  plan.  If  Financial 
Assurance  for  site  closure  will  not  cover  the  costs  of  Ministry  of  the  Environment 
requirements,  additional  Financial  Assurance  should  be  obtained  by  MNDM. 

A.  15. 4  For  disposal  of  ash,  tailings,  slag  or  other  solids  by  non-mining  industrial  facilities, 
the  amount  of  Financial  Assurance  required  should  include,  but  not  be  restricted  to 
100%  of  the  present  value  of: 

a)  the  total  costs,  at  the  time  of  closure,  of  planned  closure  and  rehabilitation 
activities  as  specified  in  the  approval,  plus 

b)  costs  of  long-term  monitoring,  maintenance  and  contingency  plans  as  required  by 
the  Program  Director. 

Present  value  computational  procedures  are  similar  to  those  for  landfills.  Spreadsheet 
templates  shown  in  Appendix  H  can  easily  be  adapted  for  this  application.  The  time 


period  for  present  value  calculations  is  the  contaminating  life  span  of  the  disposal 
facility  or  a  time  period  that  is  specified  by  the  Program  Director. 

A.  15. 5        For  non-mining  industrial  facilities  that  generate  piles  of  ash  or  other  solid  waste 
materials,  the  activities  and  cost  items  of  environmentally  acceptable  management 
and  disposal  for  these  facilities  include: 

a)  site  preparation  (including  area  of  site,  cutting  timber  from  the  disposal  area, 
grading  and  containment  works); 

b)  cover  (as  needed)  grading  and  re-vegetation  of  disposal  area; 

c)  construction  of  containment  dams  or  berms;  and 

d)  long-term  monitoring  and  maintenance  of  dams,  leachate  treatment  facilities, 
leachate  volumes  and  quality  and  ground  water  quality. 

A.  15. 6        As  with  landfills,  the  amount  of  Financial  Assurance  on  deposit  each  year  should  be 
increased  so  that  the  amount  of  money  accumulated  by  the  time  the  disposal  facility  is 
closed  will  be  sufficient  to  pay  for  post-closure  care.  The  quantity  and/or  area  of 
waste  materials  that  are  generated  each  year  should  be  monitored  so  that  sufficient 
funds  will  be  available  to  cover  long-term  care  from  the  time  that  the  facility  closes  to 
the  end  of  the  contaminating  life  span  or  the  time  period  agreed  to  by  the  Program 
Director. 

A.16  Approvals  under  Section  53,  OWRA  for  Sewage  Works  That  Generate  Waste 

Materials  (Sludges)  That  are  Stored  and  Remain  on  the  Site  until  and  after 
Decommissioning 

A.  16.1        Assuming  the  Financial  Assurance  is  for  the  costs  of  the  long-term  storage  and 

maintenance  of  sludges  and  other  waste  materials  on  site,  follow  procedures  for  a 
landfill  site  subject  to  Ontario  Regulation  232/98. 

A.  16.2        The  Financial  Assurance  amount  to  be  provided  is  equal  to  the  sum  of  the  present 
values  of  the  total  one-time  (capital)  and  recurring  costs  for: 

a)  closure; 

b)  long-term  post-closure  care;  and 

c)  the  Financial  Assurance  amount  for  contingency  costs  as  of  the  anticipated  date  of 
closure,  as  required  by  the  Program  Director,  in  dollars  current  at  that  date. 

A.  16.3        The  time  period  for  present  value  calculations  should  be  the  contaminating  life  span 
of  the  sludge  deposits  of  the  disposal  facility  or  a  time  period  that  is  acceptable  to  the 
Program  Director. 


A.  16.4        As  with  landfills,  the  amount  of  Financial  Assurance  on  deposit  each  year  should  be 
increased  so  that  the  amount  of  money  accumulated  by  the  time  the  disposal  facility  is 
closed  will  be  sufficient  to  pay  for  post-closure  care.  The  quantity  and/or  area  of 
waste  materials  that  are  generated  each  year  should  be  monitored  so  that  sufficient 
funds  will  be  available  to  cover  long-term  care  from  the  time  that  the  facility  closes  to 
the  end  of  the  contaminating  life  span  or  the  time  period  agreed  to  by  the  Program 
Director. 

A.  16.5        If  the  waste  materials  are  to  be  removed  from  the  site  upon  decommissioning,  the 

amount  of  Financial  Assurance  should  be  based  on  the  costs  of  loading,  hauling  and 
disposing  of  the  waste  solids,  similar  to  the  costs  associated  with  a  transfer  or  waste 
processing  facility.  All  relevant  clean-up  requirements  that  are  to  be  included  should 
be  noted  in  the  certificate  of  approval. 


Appendix  B 

Part  XII  —  Financial  Assurance, 
Environmental  Protection  Act 


Part  XII  -  Financial  Assurance,  Environmental  Protection  Act 
Sections  131  to  136  and  176 


PART  XII 
FINANCIAL  ASSURANCE 

Definitions,  Part  XII 

131.  In  this  Part, 

"approval"  means  program  approval,  certificate  of  approval  or  provisional  certificate  of 
approval,  and  includes  a  permit  or  approval  issued  by  a  Director  under  the  Ontario  Water 
Resources  Act,  but  does  not  include  an  approval  under  Part  X  of  this  Act;  ("autorisation") 

"bank"  means  a  bank  named  in  Schedule  I  or  Schedule  II  to  the  Bank  Act  (Canada);  ("banque") 

"environmental  measures"  means  one  or  more  of  the  measures  set  out  in  clauses  132  (1)  (a)  to 
(c)  or  132  (1.1)  (a)  to  (c);  ("mesures  d'ordre  environnemental") 

"financial  assurance"  means  one  or  more  of, 

(a)  cash,  in  the  amount  specified  in  the  approval,  order  or  certificate  of  property  use, 

(b)  a  letter  of  credit  from  a  bank,  in  the  amount  and  terms  specified  in  the  approval,  order  or 
certificate  of  property  use, 

(c)  negotiable  securities  issued  or  guaranteed  by  the  Government  of  Ontario  or  the 
Government  of  Canada  in  the  amount  specified  in  the  approval,  order  or  certificate  of 
property  use, 

(d)  a  personal  bond  accompanied  by  collateral  security,  each  in  the  form,  terms  and  amount 
specified  in  the  approval,  order  or  certificate  of  property  use, 

(e)  the  bond  of  an  insurer  licensed  under  the  Insurance  Act  to  write  surety  and  fidelity 
insurance  in  the  form,  terms  and  amount  specified  in  the  approval,  order  or  certificate  of 
property  use, 

(f)  a  bond  of  a  guarantor,  other  than  an  insurer  referred  to  in  clause  (e),  accompanied  by 
collateral  security,  each  in  the  form,  terms  and  amount  specified  in  the  approval,  order  or 
certificate  of  property  use, 

(g)  an  agreement,  in  the  form  and  terms  specified  in  the  approval,  order  or  certificate  of 
property  use,  and 

(h)  an  agreement,  in  the  form  and  terms  prescribed  by  the  regulations;  ("garantie  financiere") 

"order"  means  an  order  by  the  Director  under  this  Act,  and  includes  an  order,  notice,  direction, 
requirement  or  report  made  by  a  Director  under  the  Ontario  Water  Resources  Act,  but  does 
not  include  an  order  under  section  136  (order  for  performance  of  environmental  measures)  of 
this  Act;  ("arrete") 


"works"  means  an  activity,  facility,  thing,  undertaking  or  site  in  respect  of  which  an  approval  or 
order  is  issued,  ("travaux")  R.S.O.  1990,  c.  E.19,  s.  131;  1993,  c.  27,  Sched.;  1997,  c.  19, 
s.  34;  2001,  c.  17,  s.  2(6,  7). 

Financial  assurance 

Approval  or  order 

132.  (1)  The  Director  may  include  in  an  approval  or  order  in  respect  of  a  works  a 
requirement  that  the  person  to  whom  the  approval  is  issued  or  the  order  is  directed  provide 
financial  assurance  to  the  Crown  in  right  of  Ontario  for  any  one  or  more  of, 

(a)  the  performance  of  any  action  specified  in  the  approval  or  order; 

(b)  the  provision  of  temporary  or  permanent  alternate  water  supplies  to  replace  those  that  the 
Director  has  reasonable  and  probable  grounds  to  believe  are  or  are  likely  to  be 
contaminated  or  otherwise  interfered  with  by  the  works  to  which  the  approval  or  order  is 
related;  and 

(c)  measures  appropriate  to  prevent  adverse  effects  upon  and  following  the  cessation  or 
closing  of  the  works.  R.S.O.  1990,  c.  E.19,  s.  132  (1);  2005,  c.  12,  s.  1  (22). 

Certificate  of  property  use 

(1.1)  The  Director  may  include  in  a  certificate  of  property  use  a  requirement  that  the  person 
to  whom  the  certificate  is  issued  provide  financial  assurance  to  the  Crown  in  right  of  Ontario 
for  any  one  or  more  of, 

(a)  the  performance  of  any  action  specified  in  the  certificate  of  property  use; 

(b)  the  provision  of  temporary  or  permanent  alternate  water  supplies  to  replace  those  that  the 
Director  has  reasonable  and  probable  grounds  to  believe  are  or  are  likely  to  be 
contaminated  or  otherwise  interfered  with  by  a  contaminant  on,  in  or  under  the  property 
to  which  the  certificate  of  property  use  relates;  and 

(c)  measures  appropriate  to  prevent  adverse  effects  in  respect  of  the  property  to  which  the 
certificate  of  property  use  relates.  2001,  c.  17,  s.  2  (8);  2005,  c.  12,  s.  1  (23). 

Changes  in  amount  of  financial  assurance 

(2)  A  requirement  under  subsection  (1)  or  (1.1)  may  provide  that  the  financial  assurance  may 
be  provided,  reduced  or  released  in  stages  specified  in  the  approval,  order  or  certificate  of 
property  use.  2001,  c.  17,  s.  2  (9). 

Amendment  of  approval,  order  or  certificate  of  property  use 

(3)  The  Director  may  amend  an  approval,  order  or  certificate  of  property  use  to  change  a 
requirement  as  to  financial  assurance  contained  in  the  approval,  order  or  certificate  of 
property  use.  2001,  c.  17,  s.  2  (9). 

Failure  to  provide  financial  assurance 


133.  (1)  Failure  to  provide  financial  assurance  specified  in  an  approval  or  in  accordance 
with  a  stage  specified  in  an  approval  is  grounds  for  revocation  of  the  approval  and  for  an 
order  in  writing  by  the  Director  prohibiting  or  restricting  the  carrying  on,  operation  or  use  of 
the  works  in  respect  of  which  the  financial  assurance  is  required.  R.S.O.  1990,  c.  E.19, 

s.  133(1). 

Idem,  order 

(2)  Failure  to  provide  financial  assurance  specified  in  an  order  or  in  accordance  with  a  stage 
specified  in  an  order  is  grounds  for  an  order  in  writing  by  the  Director  prohibiting  or 
restricting  the  carrying  on,  operation  or  use  of  the  works  in  respect  of  which  the  financial 
assurance  is  required.  R.S.O.  1990,  c.  E.19,  s.  133  (2). 

Same,  certificate  of  property  use 

(3)  Failure  to  provide  financial  assurance  specified  in  a  certificate  of  property  use  or  in 
accordance  with  a  stage  specified  in  a  certificate  of  property  use  is  grounds  for  an  order  in 
writing  by  the  Director  prohibiting  or  restricting  the  use  of  the  property  to  which  the 
certificate  of  property  use  relates.  2001,  c.  17,  s.  2  (10). 

Return  or  release  of  financial  assurance 

134.  (1)  Upon  request,  part  or  all  of  the  financial  assurance  given  in  respect  of  a  works  or 
certificate  of  property  use  may  be  returned  or  released  pursuant  to  an  order  in  writing  by  the 
Director.  R.S.O.  1990,  c.  E.19,  s.  134  (1);  2001,  c.  17,  s.  2  (11). 

Grounds  for  order 

(2)  The  Director  may  make  an  order  mentioned  in  subsection  (1)  if  satisfied  that  the 
financial  assurance  returned  or  released  is  not  required  in  respect  of  the  works  or  certificate 
of  property  use.  R.S.O.  1990,  c.  E.19,  s.  134  (2);  2001,  c.  17,  s.  2  (12). 

Continuation  of  financial  assurance 

135.  The  Director  may  convert  a  financial  assurance  to  cash  to  be  held  by  the  Crown  to  the 
same  purposes  as  the  financial  assurance  or  otherwise  realize  the  financial  assurance  unless 
the  financial  assurance  is  renewed  at  least  thirty  days  before  it  would  otherwise  expire. 
RS.O.  1990,  c.  E.19,  s.  135. 

Order  for  use  of  financial  assurance 

136.  (1)  In  the  circumstances  set  out  in  subsection  (2),  the  Director  by  order  may  require  the 
performance  of  environmental  measures  for  which  the  Crown  holds  financial  assurance  and 
may  require  the  use  of  the  financial  assurance  for  the  performance  of  the  environmental 
measures.  R.S.O.  1990,  c.  E.19,  s.  136  (1). 

Basis  for  order 

(2)  The  Director  may  make  an  order  mentioned  in  subsection  (1)  if  the  Director  has 
reasonable  and  probable  ground  to  believe  that  any  environmental  measure  required  by  the 
approval,  order  or  certificate  of  property  use  in  respect  of  which  the  financial  assurance  was 


given  has  not  been  or  will  not  be  carried  out  in  accordance  with  the  requirement.  R.S.O. 
1990,  c.  E.19,  s.  136  (2);  2001,  c.  17,  s.  2  (13). 

Parties  affected 

(3)  An  order  under  this  section  shall  be  directed  to, 

(a)  the  person  to  whom  the  approval,  order  or  certificate  of  property  use  was  issued  or  any 
other  person  who  is  bound  by  the  approval,  order  or  certificate  of  property  use;  and 

(b)  any  person  that  to  the  knowledge  of  the  Director  has  provided  the  financial  assurance  for 
or  on  behalf  of  a  person  referred  to  in  clause  (a),  or  any  successor  or  assignee  of  a  person 
that  to  the  knowledge  of  the  Director  has  provided  the  financial  assurance  for  or  on 
behalf  of  a  person  referred  to  in  clause  (a).  2001,  c.  17,  s.  2  (14). 

Performance 

(4)  Upon  the  issuance  of  an  order  by  the  Director  under  subsection  (1),  the  Crown  may, 

(a)  use  any  cash; 

(b)  realize  any  bond  or  other  form  of  security,  and  use  the  money  derived  therefrom;  and 

(c)  enforce  any  agreement, 

provided  or  obtained  as  the  financial  assurance  for  the  performance  of  the  environmental 
measures  and  may  carry  out  the  environmental  measures.  R.S.O.  1990,  c.  E.19,  s.  136  (4). 


Regulations  relating  to  Part  XII 

176.  (9)  The  Lieutenant  Governor  in  Council  may  make  regulations  relating  to  Part  XII 
prescribing  requirements  for  financial  assurance  in  respect  of  the  classes  of  approvals,  orders  or 
certificates  of  property  use  specified  in  the  regulations.  R.S.O.  1990,  c.  E.19,  s.  176  (9);  2001, 
c.  17,  s.  2  (45). 
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Excerpts  from  Ontario  Regulation  232/98  -  Landfilling  Sites 


PARTI 
GENERAL 

Definitions 

1.  (1)  In  this  Regulation, 

"base  side  slope"  means  any  portion  of  the  base  of  the  waste  fill  zone  extending  from  ground 
surface  downward  at  an  angle  steeper  than  one  unit  vertical  to  four  units  horizontal; 

"buffer  area"  means  that  part  of  a  landfilling  site  that  is  not  waste  fill  area; 

"contaminant  attenuation  zone"  means  a  three-dimensional  zone  that, 

(a)  is  located  on  land  adjacent  to  a  landfilling  site, 

(b)  is  in  the  subsurface  or  extends  into  the  subsurface,  and 

(c)  is  used  or  is  intended  to  be  used  for  the  attenuation  of  contaminants  from  the  landfilling 
site  to  levels  that  will  not  have  an  unacceptable  impact  beyond  the  boundary  of  the  zone; 

"contaminating  life  span"  means, 

(a)  in  respect  of  a  landfilling  site,  the  period  of  time  during  which  the  site  will  produce 
contaminants  at  concentrations  that  could  have  an  unacceptable  impact  if  they  were  to  be 
discharged  from  the  site,  and 

(b)  in  respect  of  a  landfilling  site  and  a  contaminant  or  group  of  contaminants,  the  period  of 
time  during  which  the  site  will  produce  the  contaminant  or  a  contaminant  in  the  group  at 
concentrations  that  could  have  an  unacceptable  impact  if  they  were  to  be  discharged  from 
the  site; 

"engineered  facility"  means  anything  affixed  to  or  made  part  of  land  that  is  intended  to  be  a 
functional  element  or  feature  of  a  landfilling  site  for  more  than  five  years  and  that  is  created 
or  put  in  place  by  human  activity; 

"maximum  waste  loading"  means,  for  a  landfilling  site,  the  total  waste  disposal  volume  divided 
by  the  area  of  the  waste  fill  area; 

"primary  leachate  collection  system"  means  the  uppermost  leachate  collection  system  below  the 
waste  fill  zone; 

"primary  liner"  means  the  uppermost  liner  below  the  waste  fill  zone; 

"secondary  leachate  collection  system"  means  a  leachate  collection  system  located  below  the 
primary  leachate  collection  system; 

"secondary  liner"  means  a  liner  located  below  the  primary  liner; 


"service  life"  means  the  period  of  time  during  which  a  properly  maintained  engineered  facility 
will  function  in  accordance  with  the  performance  specifications  for  its  design; 

"total  waste  disposal  volume"  means,  for  a  landfilling  site,  the  maximum  volume  of  waste, 
including  the  volume  of  any  daily  or  intermediate  cover,  to  be  deposited  at  the  site  in  the 
space  extending  from  the  base  of  the  waste  fill  zone  or  the  top  of  any  engineered  facilities 
located  on  the  base  of  the  site  to  the  bottom  of  the  final  cover; 

"unacceptable  impact"  means  interference  with  existing  or  potential  reasonable  uses  of, 

(a)  land, 

(b)  ground  water  in  or  under  land,  or 

(c)  surface  water  on  land; 

"waste  fill  area"  means  the  area  on  the  surface  of  a  landfilling  site  beneath  which  or  above  which 
waste  is  disposed  of  by  landfilling; 

"waste  fill  zone"  means  the  three-dimensional  zone  in  which  waste  is  disposed  of  by  landfilling. 

(2)  The  definitions  in  section  1  of  Regulation  347  of  the  Revised  Regulations  of  Ontario, 
1 990  also  apply  to  this  Regulation. 

(3)  For  the  purpose  of  better  understanding  the  definition  of  "engineered  facility"  in 
subsection  (1),  the  following  things  are  examples  of  common  engineered  facilities,  if  they  are 
intended  to  be  functional  elements  or  features  of  a  landfilling  site  for  more  than  five  years: 

1.  Berms. 

2.  Drainage  ditches. 

3.  Liners. 

4.  Covers. 

5.  Pumps. 

6.  Facilities  to  detect,  monitor,  control,  collect,  redirect  or  treat  leachate,  surface  water  or 
ground  water. 

7.  Facilities  to  detect,  monitor,  control,  collect,  redirect,  treat,  utilize  or  vent  landfill  gas. 
O.  Reg.  232/98,  s.  1. 

Application 

2.  (1)  This  Regulation  applies  to  the  following  landfilling  sites: 

1.    Every  landfilling  site  that  comes  into  existence  on  or  after  August  1,  1998  and  that  is 
intended  at  the  time  it  comes  into  existence  to  have  a  total  waste  disposal  volume  of  more 
than  40,000  cubic  metres  and  to  accept  only  municipal  waste  for  disposal. 


2.    Every  landfilling  site  for  which  an  alteration,  enlargement  or  extension  is  proposed  on  or 
after  August  1,  1998  that  involves  an  increase  in  the  site's  total  waste  disposal  volume,  if 
the  site  is  intended  after  the  alteration,  enlargement  or  extension  to  have  a  total  waste 
disposal  volume  of  more  than  40,000  cubic  metres  and  to  accept  only  municipal  waste  for 
disposal. 

(2)  Subsection  (1)  does  not  apply  with  respect  to  a  landfilling  site  in  respect  of  which  an 
application  for  a  certificate  of  approval  has  been  received  by  the  Director  under  Part  V  of  the  Act 
before  August  1,  1998,  unless  the  operator  or  owner  of  the  landfilling  site  gives  written  notice  to 
the  Director  that  the  operator  or  owner  wants  this  Regulation  to  apply. 

(3)  The  notice  under  subsection  (2)  must  be  given  before  the  earlier  of  the  following  dates: 

1 .  The  date  the  certificate  of  approval  or  provisional  certificate  of  approval  is  issued. 

2.  January  1,  1999. 

(4)  The  standards,  procedures  and  requirements  set  out  in  this  Regulation  do  not  apply  to  the 
extent  that  terms  and  conditions  set  out  in  a  certificate  of  approval  or  a  provisional  certificate  of 
approval  issued  under  section  39  of  the  Act  impose  different  standards,  procedures  or 
requirements.  O.  Reg.  232/98,  s.  2. 


PART  IV 
FINANCIAL  ASSURANCE 

Contingency  Plans 

17.  (1)  The  owner  and  the  operator  of  a  landfilling  site  shall  ensure  that  financial  assurance 
is  provided  for  the  contingency  plans  for  the  site,  including  the  construction,  operation, 
maintenance  and  replacement  of  works  required  by  the  contingency  plans. 

(2)  The  financial  assurance  shall  be  provided  in  the  form  of  a  cash  deposit  paid  to  the 
Director  or  in  such  other  form,  such  as  a  bond,  a  letter  of  credit  or  negotiable  securities,  as  is 
acceptable  to  the  Director. 

(3)  Subject  to  subsection  (4),  the  amount  of  the  financial  assurance  shall  be  determined  in 
accordance  with  the  following  formula: 

F  =  $0.50xWx(I2-Ii) 

where, 


F     =    the  amount  of  the  financial  assurance, 

W  =    the  number  of  tonnes  of  waste  that  have  been  deposited  in  the  landfilling  site  at  the 
time  the  amount  of  financial  assurance  is  calculated, 

Ii    =    the  1997  Annual  Average  Non-Residential  Building  Construction  Price  Index  for 
Toronto,  determined  with  reference  to  the  same  base  year  as  is  applicable  to  I2,  as 
published  by  Statistics  Canada  under  the  authority  of  the  Statistics  Act  (Canada), 

I2    =    the  most  recent  Annual  Average  Non-Residential  Building  Construction  Price  Index 
for  Toronto  available  at  the  time  the  amount  of  the  financial  assurance  is  calculated,  as 
published  by  Statistics  Canada  under  the  authority  of  the  Statistics  Act  (Canada). 

(4)  The  amount  of  financial  assurance  provided  shall  be  updated  annually  or  as  otherwise 
required  by  the  Director. 

(5)  The  financial  assurance  shall  remain  in  place  until  a  written  report  is  prepared  that  shows 
that  the  financial  assurance  is  no  longer  required. 

(6)  The  financial  assurance  may  be  used  by  the  Director  to  pay  for  expenses  related  to  any 
planned  or  unplanned  closure  of  the  site  or  to  the  post-closure  care  of  the  site,  if  the  owner  fails, 
on  the  request  of  the  Director,  to  perform  the  work  or  cover  the  expenses. 

(7)  The  owner  and  the  operator  of  a  landfilling  site  shall  ensure  that  any  amount  of  financial 
assurance  used  by  the  Director  under  subsection  (6)  is  replaced  within  six  months  after  it  is  used 
unless  the  Director  directs  otherwise. 

(8)  Subsection  (1)  does  not  apply  to  require  site  specific  financial  assurance  if  financial 
assurance  for  the  contingency  plans  is  provided  by  a  group  financial  assurance  plan  acceptable  to 
the  Director. 

(9)  Subsection  (1)  does  not  apply  in  respect  of  a  landfilling  site  owned  by  a  municipality  or 
the  Crown. 

(10)  Subsection  (1)  does  not  apply  to  a  landfilling  site  owned  by  a  forest  products  company 
if  the  waste  to  be  deposited  at  the  site  is  produced  by  forest  products  operations,  such  as  the 
operations  of  a  lumber  mill,  sawmill,  pulp  mill  or  similar  facility,  and  is  predominantly  solid, 
non-hazardous  process  waste,  such  as  woodwaste,  effluent  treatment  solids,  hog  fired  boiler  ash, 
recycling  process  rejects,  lime  mud,  grits  or  dregs.  O.  Reg.  232/98,  s.  17. 


Closure  and  Post-Closure  Care 

18.  (1)  The  owner  and  the  operator  of  a  landfilling  site  shall  ensure  that  financial  assurance 
for  the  closure  of  the  site  and  the  post-closure  care  of  the  site  is  provided  in  accordance  with 
this  section. 

(2)  The  financial  assurance  shall  be  provided  in  the  form  of  a  cash  deposit  paid  to  the 
Director  or  in  such  other  form,  such  as  a  bond,  a  letter  of  credit  or  negotiable  securities,  as  is 
acceptable  to  the  Director. 


(3)  The  amount  of  the  financial  assurance  shall  be  the  present  value  at  the  estimated  date  of 
closure,  in  dollars  current  at  that  date,  of  an  amount  sufficient  to  cover  the  estimated  costs  for, 

(a)  the  planned  closure  of  the  largest  area  that  will  require  final  cover  at  any  one  time  during 
the  operation  of  the  site,  including  the  costs  of  final  cover  and  landscaping; 

(b)  care  and  maintenance  of  the  final  cover  and  landscaping  for  the  contaminating  life  span 
of  the  site;  and 

(c)  all  other  expected  post-closure  care  activities  for  the  contaminating  life  span  of  the  site, 
including  monitoring,  analysis  and  reporting,  the  design,  construction,  operation, 
maintenance  and  replacement  of  engineered  facilities  and  the  disposal  of  wastes  from  the 
facilities,  but  not  including  any  additional  activities  in  the  contingency  plans  for  the  site. 

(4)  Any  determination  of  the  amount  of  the  financial  assurance  shall  be  carried  out  in  a 
manner  consistent  with  Ministry  of  Environment  and  Energy  Guideline  F  -  15,  Financial 
Assurance,  dated  April  1994,  and  Ministry  of  Environment  and  Energy  Procedure  F  -  15  -  1, 
Procedures  for  Financial  Assurance,  dated  April  1994,  as  they  may  be  amended  from  time  to 
time. 

(5)  Clause  (3)  (a)  does  not  apply  if  part  of  the  site  is  closed  not  less  often  than  every  five 
years. 

(6)  If  costs  are  estimated  under  subsection  (3)  for  any  matter  related  to  leachate  from  the 
site,  the  contaminating  life  span  of  the  site  may  not  be  estimated  at  less  than  25  years  from  the 
date  waste  is  last  deposited  at  the  site. 

(7)  The  financial  assurance  may  be  provided  in  stages  as  long  as  the  amount  that  has  been 
provided  is  always  greater  than  the  minimum  amount  determined  in  accordance  with  the 
following  formula: 

A  =  B  (C  ■*■  D) 

where, 

A    =    the  minimum  amount  of  financial  assurance  that  must  have  been  provided, 

B    =    the  total  amount  of  the  financial  assurance,  as  estimated  under  subsection  (3), 

C    =    the  amount  of  waste  that  has  already  been  deposited  at  the  site, 

D    =    the  total  amount  of  waste  that  will  be  deposited  at  the  site. 

(8)  The  estimation  of  costs  and  the  amount  of  the  financial  assurance  provided  shall  be 
updated  annually  or  as  otherwise  required  by  the  Director. 

(9)  The  financial  assurance  shall  remain  in  place  until  a  written  report  is  prepared  that  shows 
that  the  financial  assurance  is  no  longer  required. 

(10)  The  financial  assurance  may  be  used  by  the  Director  to  pay  for  expenses  related  to  any 
planned  or  unplanned  closure  of  the  site  if  the  owner  fails,  on  the  request  of  the  Director,  to 
perform  the  work  or  cover  the  expenses. 


(11)  The  owner  and  the  operator  of  a  landfilling  site  shall  ensure  that  any  amount  of  the 
financial  assurance  used  by  the  Director  under  subsection  (10)  is  replaced  within  six  months  after 
it  is  used  unless  the  Director  directs  otherwise. 

(12)  Subsection  (1)  does  not  apply  in  respect  of  a  landfilling  site  owned  by  a  municipality  or 
the  Crown.  O.  Reg.  232/98,  s.  18. 


Appendix  D 

Excerpts  from  Regulation  352  -  Mobile  PCB 
Destruction  Facilities,  Environmental  Protection  Act 


Excerpts  from  Regulation  352  -  Mobile  PCB  Destruction  Facilities 

1.  In  this  Regulation, 

"local  municipality"  means  a  city,  town,  village,  township  or  improvement  district; 

"mobile  PCB  destruction  facility"  means  movable,  transportable  machinery  or  equipment  that  is 
intended  to  destroy  the  chemical  structure  of  PCBs; 

"PCB"  means  any  monochlorinated  or  polychlorinated  biphenyl  or  any  mixture  of  them  or 
mixture  that  contains  one  or  more  of  them; 

"PCB  equipment"  means  equipment  designed  or  manufactured  to  operate  with  PCB  liquid  or  to 
which  PCB  liquid  was  added  or  drums  and  other  containers  used  for  the  storage  of  PCB 
liquid; 

"PCB  liquid"  means  liquid  containing  PCBs  at  a  concentration  of  more  than  fifty  milligrams  per 
kilogram; 

"PCB  material"  means  material  containing  PCBs  at  a  concentration  of  more  than  fifty  milligrams 
per  kilogram  whether  the  material  is  liquid  or  not; 

"PCB  waste"  means, 

(a)  PCB  equipment, 

(b)  PCB  liquid,  or 

(c)  PCB  material, 
but  does  not  include, 

(d)  PCB  material  or  PCB  equipment  after  it  has  been  decontaminated  pursuant  to  guidelines 
or  codes  of  practice  published  by  the  Ministry  of  the  Environment, 

(e)  PCB  equipment  that  is, 

(i)  an  electrical  capacitor  that  has  never  contained  over  one  kilogram  of  PCBs, 

(ii)  electrical,  heat  transfer  or  hydraulic  equipment  or  a  vapour  diffusion  pump  that  is  being 
put  to  the  use  for  which  it  was  originally  designed  or  is  being  stored  for  such  use  by  a 
person  who  uses  the  equipment  for  the  purpose  for  which  it  was  originally  designed,  or 

(iii)machinery  or  equipment  referred  to  in  subclause  (f)  (i),  or 

(f)  PCB  liquid  that  is, 

(i)  at  the  site  of  fixed  machinery  or  equipment,  the  operation  of  which  is  intended  to  destroy 
the  chemical  structure  of  PCBs  by  using  the  PCBs  as  a  source  of  fuel  or  chlorine  for  a 
purpose  other  than  the  destruction  of  PCBs  or  other  wastes  and  with  respect  to  which  a 
certificate  of  approval  has  been  issued  under  section  9  of  the  Act  specifying  the  manner 
in  which  PCB  liquid  be  processed  in  the  machinery  or  equipment,  or 


(ii)  in  PCB  equipment  referred  to  in  subclause  (e)  (ii).  R.R.O.  1990,  Reg.  352,  s.  1. 


8.  (1)  Every  applicant,  other  than  a  municipality,  for  a  certificate  of  approval  for  a  Class  1 
mobile  PCB  destruction  facility  waste  disposal  site  shall, 

(a)  deposit  a  sum  of  money; 

(b)  furnish  a  surety  bond;  or 

(c)  furnish  personal  sureties, 
in  the  amount  of  $50,000. 

(2)  Every  applicant,  other  than  a  municipality,  for  a  certificate  of  approval  for  a  Class  2 
mobile  PCB  destruction  facility  waste  management  system  shall, 

(a)  deposit  a  sum  of  money; 

(b)  furnish  a  surety  bond;  or 

(c)  furnish  personal  sureties, 

in  the  amount  of  $50,000  for  each  mobile  PCB  destruction  facility  operating  in  Ontario. 

(3)  Where  the  applicant,  during  operation  of  the  site  or  within  sixty  days  after  giving  the 
Director  notice  that  the  equipment  is  disassembled  and  the  site  is  terminated,  fails  to  comply  with 
the  Director's  requirements  to  remove  such  waste  or  to  carry  out  such  actions  as  the  Director 
considers  necessary  to  ensure  satisfactory  maintenance  of  the  equipment  or  the  site,  the  money, 
bond  or  sureties  deposited  or  their  proceeds  may  be  used  by  the  Director  in  carrying  out  the 
necessary  actions.  R.R.O.  1990,  Reg.  352,  s.  8. 


Appendix  E 

Templates  for  Standard  Non-Cash  Forms  of 
Financial  Assurance 


Templates  for  Standard  Non-Cash  Forms  of  Financial  Assurance 


The  following  templates  can  be  revised  to  fit  specific  circumstances.  However,  if  forms 
provided  by  issuing  institutions  (for  example,  banks,  surety  companies)  are  presented  by 
approval  applicants  or  recipients  of  orders,  these  forms  should  be  reviewed  by  Legal  Services 
Branch  and  other  appropriate  Ministry  staff  to  ensure  that  provisions  of  Part  XII  of  the 
Environmental  Protection  Act,  the  terms  and  conditions  of  the  order  or  approval  and  the  intent  of 
the  guideline  are  preserved  and  implemented. 

The  blanks  and  bold  words  do  not  belong  in  the  Financial  Assurance  form.  The  square  brackets 
do  not  belong  in  the  Financial  Assurance  form.  Ensure  that  they  are  deleted  from  the  final, 
completed  version  of  the  document.  For  example,  this  means  that  if  a  Ministry  official  has  not 
provided  the  titles  of  one  or  more  positions  the  words  in  square  brackets  and  the  square  brackets 
"[other  appropriate  MOE  official's  title  supplied  by  MOE]"  must  be  deleted. 

The  optional  addition  (*)  can  be  varied  to  meet  the  circumstances.  For  example,  the  bond  should 
refer  to  the  order  or  approval  and  to  the  waste  management  system,  landfill,  sewage  works, 
source  of  air  emissions  or  any  other  facility  or  pollution  source  that  is  the  subject  of  the  order  or 
approval. 

If  a  standard  or  non-standard,  non-cash  Financial  Assurance  form  is  to  be  accepted  instead  of 
cash,  the  order  or  approval  requiring  the  provision  of  the  Financial  Assurance  should  specify 
that,  in  the  event  of  a  notice  of  expiry,  non  renewal  or  other  termination  of  the  security  is 
received  or  another  event  happens  which  impairs  the  Financial  Assurance,  the  standard  or  non- 
standard Financial  Assurance  should  be  immediately  replaced  by  cash.  Some  standard  or  non- 
standard types  of  Financial  Assurance  such  as  some  surety  bonds  and  insurance  policies  may  not 
be  convertible  to  cash.  Special  terms  and  conditions  will  be  required  in  the  order  or  approval 
which  will  enable  the  Director  to  start  the  closing  down  and  clean-up  of  the  operation  in  the 
event  the  Financial  Assurance  is  being  terminated  and  start  a  claim  against  the  issuer  of  the 
Financial  Assurance  before  it  terminates. 

The  surety  bond  template  shown  is  an  example  of  a  surety  bond  for  a  waste  disposal  certificate 
of  approval.  With  suitable  changes,  this  template  can  be  adapted  for  other  environmental 
activities  and  requirements. 

If  any  changes  are  made  to  these  templates,  the  issuing  bank  or  other  institution  must  obtain 
Ministry  approval  of  these  changes  before  it  is  accepted  as  Financial  Assurance.  The  regulated 
party  (the  bank's  customer)  is  normally  responsible  for  obtaining  Ministry  approval  for  the 
issuing  institution.  Delays  can  be  avoided  if  a  draft  of  the  proposed  form  is  reviewed  at  an 
earlier  date. 


Some  operators  present  letters  of  credit  of  a  foreign  bank  guaranteed  by  an  Ontario  bank. 
Frequently  the  form  of  documentation  is  confused  and  needs  careful  advance  scrutiny. 


Example/Template  for  a  Surety  Bond 
(Typed  on  the  letterhead  of  the  issuing  institution) 


To:    Her  Majesty  the  Queen  in  Right  of  Ontario 

as  Represented  by  the  Minister  of  the  Environment  (the  "Crown") 

APPROVAL/ORDER  NUMBER: AMOUNT:  $ 

SITE  LOCATION: 


Know  all  men  by  these  presents  that  we, (the  "Principal")  and (the 

"Surety") 

are  jointly  and  severally  bound  to  Her  Majesty  the  Queen  in  Right  of  Ontario  as  Represented  by  the  Minister  of  the  Environment  (the  "Crown"), 
in  the  sum  of  [spell  out  amount  in  words  and  check  to  ensure  the  words  and  figures  match]  dollars,  lawful  money  of  Canada,  for  the 
payment  of  which  sum,  well  and  truly  to  be  made,  the  Principal  and  Surety  bind  themselves,  their  heirs,  executors,  administrators,  successors 
and  assigns,  jointly  and  severally,  by  this  bond; 

WHEREAS  the  Principal  is  desirous  of  obtaining  [insert  Certificate  of  Approval/Provisional  Certificate  of  Approval  or  appropriate  order 
reference]  from  the  Ministry  of  the  Environment  to  operate  [something]  at  [insert  location  of  disposal  site*];  [modify  those  phrases  to  suit] 

WHEREAS  the  Principal  must  furnish  a  Financial  Assurance  to  the  Crown  pursuant  to  Part  XII  of  the  Environmental  Protection  Act  with 
respect  to  the  [insert  describe  waste  disposal  sites*]; 

WHEREAS  the  Principal  and  Surety  acknowledge  that  they  have  read  the  Financial  Assurance  Guideline  dated  November  2005  and  Part  XII  of 
the  Environmental  Protection  Act,  both  of  which  relate  to  this  bond. 

The  aforesaid  sum  shall  be  paid  to  the  Ontario  Minister  of  Finance  forthwith  on  written  demand  upon  the  Surety,  to  be  held  for  purposes  of  Part 
XII  of  the  Environmental  Protection  Act.  The  demand  made  by  the  Crown  shall  be  honoured  by  the  Surety  without  enquiring  whether  the 
Crown  has  a  right  as  between  Crown  and  the  Principal  to  make  such  demands,  and  without  recognizing  any  claim  of  the  Principal  and  the 
Principal  and  the  Surety  each  consent  to  the  Crown  obtaining,  on  written  notice,  summary  judgements  for  the  full  amount  secured  hereunder  if 
payment  is  not  made  forthwith  upon  demand. 

The  condition  of  the  above  obligation  is  that  if  the  Principal  [and  the  Operator  and  their  heirs,  successors  and  assigns]  shall  well  and  truly,  in 
all  respects  duly  fulfil  execute  and  observe  all  terms  and  conditions  and  requirements  of  the  [insert  Environmental  Protection  Act  and  (where 
relevant)  the  Ontario  Water  Resources  Act]  then  this  obligation  shall  be  void  and  of  no  effect  but  otherwise  shall  be  and  remain  in  full  force, 
virtue  and  effect. 

Nevertheless  if  the  Surety  at  any  time  gives  60  days  notice  in  writing  to  the  Principal  [the  Operator]  and  to  the  Crown  of  the  Surety's  intention 
to  put  an  end  to  the  Suretyship  hereby  entered  into,  then  this  bond  and  all  accruing  responsibility  thereunder  shall  from  and  after  the  last  day  of 
such  60  days  aforesaid  cease  and  determine  except  insofar  as  the  Principal  has  made  default  prior  to  the  said  last  day  of  such  period. 

Nevertheless,  the  obligations  of  the  Principal  or  the  Surety  for  this  bond  or  renewal  will  be  limited  to  the  amount  stated  above  or  the  amount 
stated  on  the  renewal  Certificate  of  Approval  issued  by  the  Ministry  of  the  Environment  provided  that  the  amount  stated  on  a  renewal  Certificate 
of  Approval  shall  not  be  less  than  the  amount  stated  above  or  on  the  most  recent  renewal  Certificate  of  Approval  unless  the  Director  under  the 
[insert  Environmental  Protection  Act  and  (where  relevant)  the  Ontario  Water  Resources  Act]  has  consented  in  writing  to  a  lower  amount. 

This  bond  will  be  valid  for  the  term  from  [insert  day]  day  of  [insert  month],  [insert  year]  to  [insert  day]  day  of  [insert  month],  [insert  year] 
and  shall  be  automatically  renewed  without  further  documentation  from  year  to  year  thereafter  on  the  same  terms  and  conditions  (including  this 
one  for  renewal)  unless  at  least  60  days'  written  notice,  as  provided  for  above,  is  given  that  it  will  not  be  so  renewed  and  the  Crown  may  call  for 
payment  on  the  full  amount  prior  to  the  date  of  termination  provided  that  the  Surety  may,  if  it  wishes,  issue  Certificates  of  Approval  evidencing 
such  renewal. 

Any  notice  hereunder  may  be  given, 

(a)      in  the  case  of  the  Crown  by  registered  mail  or  prepaid  courier  to: 
The  Director 

Environmental  Assessment  and  Approvals  Branch 
Ministry  of  the  Environment 
2  St.  Clair  Avenue  West,  Floor  12A 
Toronto,  Ontario  M4V  1L5 


[and  if  an  order,  a  copy  to: 
Regional  Director 

Region 

Ministry  of  the  Environment 

appropriate  Regional  and  District  Office  Addresses] 

(b)  in  the  case  of  the  Principal  by  prepaid  mail  to: 
[insert  Principal's  Name] 

[insert  Principal's  Address] 

(c)  in  the  case  of  the  Surety  by  delivery  to  or  by  prepaid  mail  to: 
[insert  Surety's  Name] 

[insert  Surety's  Address  (must  be  located  in  Ontario  and  the  Surety  must  be 
licenced  by  Ontario  to  issue  such  bonds  in  Ontario)] 
[(d)    add  paragraphs  for  Operator  or  other  parties,  if  necessary] 

or  such  other  address  as  the  recipient  has,  from  time  to  time,  given  the  sender,  written  notice,  provided  such  written  notice  specifies  it  is  given 
with  respect  to  [insert  waste  disposal  site*]  and  this  bond  and  the  Surety  may  not  give  notice  specifying  an  address  outside  of  the  Province  of 
Ontario  without  the  written  consent  of  the  Crown. 

Any  notice  by  the  Crown  may  be  signed  by  the  Director  of  the  [insert  Environmental  Assessment  and  Approvals  Branch  or  appropriate 

Regional  Office  as  applicable]  of  the  Ministry  of  the  Environment,  the  Assistant  Deputy  Minister  of  the  Corporate  Management  Division  or  of 
the  Operations  Division  of  the  Ministry  of  the  Environment,  the  Deputy  Minister  of  the  Environment  or  such  other  person  as  the  Deputy 
Minister  of  the  Environment  or  Minister  of  the  Environment  appoints  in  writing  for  the  purpose. 

The  Surety  acknowledges  that  it  is  aware  that  if  notice  terminating  this  bond  is  issued  prior  to  the  Crown  receiving  substitute  Financial 
Assurance  satisfactory  to  the  responsible  Director,  the  Crown  is  entitled  to  convert  this  bond  into  cash  to  be  held  in  the  Consolidated  Revenue 
Fund  as  Financial  Assurance  and  that  the  Crown  may  obtain  a  lien  against  affected  property  in  priority  to  other  liens  and  charges  in  the  event  of 
a  default  with  respect  to  such  property  under  the  Environmental  Protection  Act  or  the  Ontario  Water  Resources  Act  by  the  Principal  [and  the 
Operator  or  their]  or  its  successors. 

IN  WITNESS  WHEREOF  this  bond  has  been  duly  signed,  sealed  and  delivered 

Legal  Name  of  Surety 


per: c/s 


Legal  name(s)  of  Principal 


per: 

(Use  appropriate  style  of  signature  depending  on  whether  individual, 
sole  proprietor,  partnership  or  corporation  names  should  be  typed  and 
office  of  person  signing  on  behalf  of  a  corporation  or  other  firm  should 
be  set  out.) 


Example/Template  for  an  Irrevocable  Letter  of  Credit 
(Typed  on  the  letterhead  of  the  bank) 


To:    Her  Majesty  the  Queen  in  Right  of  Ontario 

as  Represented  by  the  Minister  of  the  Environment  (the  "Crown") 

APPROVAL/ORDER  NUMBER: AMOUNT:  $ 

SITE  LOCATION: 


We  hereby  authorize  the  Crown  to  draw  on  the  [insert  Name  of  Bank]  [must  be  an  Ontario  Branch]  for  account  of  [insert  Company's 
name],  [insert  Company's  Address],  Ontario,  an  aggregate  amount  of  [insert  amount  in  words]  dollars  ($[insert  amount  in  figures])  of 

lawful  money  of  Canada  available  by  demand. 

Pursuant  to  the  request  of  our  customer,  [insert  Company's  name],  we  hereby  establish  and  give  to  the  Crown  an  Irrevocable  Letter  of  Credit  in 
the  Crown's  favour  which  may  be  drawn  on  by  the  Crown  at  any  time  and  from  time  to  time  upon  written  demand  for  payment  made  upon  us  by 
the  Crown,  which  demand  we  shall  honour  without  enquiring  whether  the  Crown  has  a  right  as  between  the  Crown  and  our  said  customer  to 
make  such  demands,  and  without  recognizing  any  claim  of  our  said  customer.  This  Irrevocable  Letter  of  Credit  will  continue  up  to  [insert  day] 
day  of  [insert  month] ,  [insert  year] ,  and  will  be  automatically  renewed  for  one  year  on  the  same  terms  and  conditions  (including  this  one  for 
renewal)  unless  we  give  the  Crown  at  least  60  days'  written  notice  that  it  will  not  be  so  renewed  and  the  Crown  may  call  for  payment  on  the  full 
amount  outstanding  under  this  Irrevocable  Letter  of  Credit  at  any  time  prior  to  that  date  should  this  Irrevocable  Letter  of  Credit  not  be  renewed. 

We  acknowledge  having  read  the  Financial  Assurance  Guideline  dated  November  2005  and  issued  by  you,  the  Crown,  and  Part  XII  of  the 
Environmental  Protection  Act. 

Partial  drawings  are  permitted.  Any  payments  made  hereunder  shall  be  in  favour  of  the  Ontario  Minister  of  Finance. 

The  amount  secured  by  this  Irrevocable  Letter  of  Credit  may  be  reduced  from  time  to  time  by  written  notice  to  the  Bank  from  you,  the  Crown. 

Any  notice  under  the  previous  paragraph  or  any  demand  hereunder  may  be  made  by  the  Director  of  the  [insert  Environmental  Assessment  and 
Approvals  Branch  or  appropriate  Regional  Office  as  applicable]  of  the  Ministry  of  the  Environment,  the  Assistant  Deputy  Minister  of  the 
Corporate  Management  Division  or  of  the  Operations  Division  of  the  Ministry  of  the  Environment,  the  Deputy  Minister  of  the  Environment  or 
such  other  person  as  the  Deputy  Minister  of  the  Environment  or  Minister  of  the  Environment  appoints  in  writing  for  the  purpose. 

Any  notice  hereunder  may  be  given, 

in  the  case  of  the  Crown  by  registered  mail  or  prepaid  courier  to: 

The  Director 

Environmental  Assessment  and  Approvals  Branch 

Ministry  of  the  Environment 

2  St.  Clair  Avenue  West,  Floor  12A 

Toronto,  Ontario  M4V  1L5 

[and  if  an  order,  a  copy  to: 

Regional  Director 

Region 

Ministry  of  the  Environment 

appropriate  Regional  and  District  Office  Addresses] 

The  Crown's  claim  under  this  Irrevocable  Letter  of  Credit  must  be  in  writing  addressed  to  the  [insert  name  and  address  of  issuing  Bank], 
Ontario  quoting  our  Irrevocable  Letter  of  Credit  Number  [insert  letter  of  credit  number]  dated  [insert  month  and  day],  [insert  year]. 

We  hereby  agree  with  the  Crown  that  demands  made  in  compliance  with  the  terms  of  this  credit  shall  be  duly  honoured  upon  presentation  at  the 
Bank. 


Authorized  Signing  Officers 


Appendix  F 

Flow  Charts  Showing  Financial  Assurance  Procedures 

and  Responsibilities 


Chart  Fl:  Categories  of  Financial  Assurance,  According  to  Degree  of  Staff  Discretion 


Financial  Assurance  (FA)  is  required 


Compulsory 
(Non-discretionary) 


FA  is  required  in  every  case 
where  specified  by 
Regulation. 


XOntario  Regulation  232/98  - 
Landfilling  Sites 

XRegulation  352  -  Mobile  PCB 
Destruction  Facilities 


Discretionary 


FA  normally  required  but 
Ministry  has  discretion  to  not 
require  FA  in  special  cases. 


e.g., 

Part  V  Approvals,  EPA 

Section  53  Approvals,  OWRA 


If  FA  is  not  required,  reason(s) 
should  be  documented. 


FA  not  normally  required  but 
Ministry  has  discretion  to 
require  FA  where  Section  4.4 
criteria  apply. 


e.g., 

Part  V  Approvals,  EPA 
Section  53  Approvals,  OWRA 
Section  9  Approvals,  EPA 
Section  34  Approvals,  OWRA 
Section  18  Orders,  EPA 

If  FA  is  required,  reason(s) 
should  be  documented. 


Chart  F2:  Procedures  for  Obtaining  Financial  Assurance  and  Handling  Documents 


FA  is  not  required. 
Provide  written 
reasons  in  order  or 
approval  file. 


No 


Order 


Approval 


J 


Is  Financial  Assurance  (FA)  required? 
Determined  by  Program  Director**. 


Yes 


FA  is  required.  Provide  written  reasons  in 
order  or  approval  file. 


FA  amount  and  form,  including  other 
conditions  in  order  or  approval  are 
determined  by  regulated  party  and 
Program  Director  using  the  Guideline. 

Relevant  requirements  for  obtaining, 
reviewing,  using  and  releasing  FA 
should  be  specified  as  conditions  in 
order  or  approval. 


Program  Director  issues  order  or  approval 
to  regulated  party. 


In  terms  of  an  approval,  the  regulated 
party  provides  the  total  or  partial  FA 
amount  to  the  Program  Director  no  later 
than  prior  to  the  commencement  of 
operations.  With  respect  to  an  order,  the 
regulated  party  provides  FA  as  soon  as 
possible  to  ensure  compliance  with  order. 
Program  Director  must  review  FA 
amounts  and  wording  of  non-cash  forms 
may  be  verified  with  LSB,  BFPB  and  EAS. 


Program  Director  keeps  copies  of  the 
order,  sends  originals  to  BFPB  and 
sends  a  copy  to  EAAB  for  their 
information. 


I 


Input  from  EAAB,  District  Offices,  LSB, 
ESSD  and  EAS  as  necessary. 


For  a  standard  form  (cash,  irrevocable 
letter  of  credit,  surety/performance 
bond,  transferable  bonds  guaranteed  by 
government),  input  may  be  requested 
from  EAAB,  District  Offices,  LSB, 
BFPB,  ESSD  and  EAS  as  necessary. 

For  a  non-standard  form,  input  and 
advice  should  be  obtained  from  LSB, 
BFPB  and  EAS. 


EAS  reviews  FA  calculations  and 
proposed  FA  amount. 


Program  Director  keeps  copies  of 
the  approval,  sends  originals  to 
BFPB  and  sends  a  copy  to  District 
Offices  for  their  information. 


T 


BFPB  holds  originals  for  safekeeping, 
deposits  cash,  reviews,  verifies  and 
records  account  transactions. 


Regulated  party  may  begin  operations  at 
site  or  begin  compliance  activities. 


Program  Director  as  defined  in  Appendix  J  of  Guideline 


BFPB  -  Business  and  Fiscal 

Planning  Branch 
EAAB  -  Environmental  Assessment 

and  Approvals  Branch 
EAS  -  Economic  Analysis  Section 
ESSD  -  Environmental  Sciences  and 

Standards  Division 
LSB  -  Legal  Services  Branch 


Chart  F3:  Converting  Non-Cash  Financial  Assurance  to  Cash  and  Using  Financial  Assurance 


Determine  if  relevant  criteria  (Section  8.2)  are 
applicable  to  justify  converting  non-cash  Financial 
Assurance  (e.g.,  letter  of  credit,  surety  bond,  etc.) 
to  cash  and  depositing  to  the  Consolidated 
Revenue  Fund  account. 

No 

Continue  monitoring  account. 

Yes 

Program  Director**  instructs  BFPB  to  demand 
payment  from  financial  institution.  Program 
Director  should  provide  BFPB  supporting 
documentation  for  this  demand. 

v 

ADM  of  Corporate  Management  Division  approves 
demand  package  prepared  by  BFPB.  The  package 
explains  the  rationale  for  converting  non-cash  FA 
to  cash.  BFPB  contacts  the  financial  institution  to 
demand  payment.  After  receiving  payment,  BFPB 
deposits  the  cash  in  the  Consolidated  Revenue 
Fund  account. 

r 

i 

Hold  funds  until 

X  Remedial  actions  or  works  are 
needed, or 

X  It  is  determined  that  Financial 
Assurance  may  be  returned. 

Does  Ministry  need  to  use  Financial  Assurance  to 
complete  works  or  remediation  activities  right 
away? 

No 

Yes 

i 

Program  Director  issues  Section  136  Order  to  use 
Financial  Assurance  for  required  works, 
remediation  or  tasks. 

i 

' 

Program  Director  will  instruct  BFPB  to  prepare  and 
send  cheque  to  the  appropriate  third  party. 
Instruction  should  be  accompanied  by  supporting 
documentation,  e.g.,  Financial  Assurance 
Refund/Disbursement  Form  signed  by  Regional 
Director,  Section  136  Order,  contractor  invoices. 

Program  Director  as  defined  in  Appendix  J  of  Guideline 


Chart  F4:  Procedures  for  Returning  Financial  Assurance 


Periodic  Review 


Requested  by 
Regulated  Party 


Is  Financial  Assurance  (FA)  still  required? 
Determined  by  Proqram  Director**. 


No 


FA  is  no  longer  required. 


Yes 


FA  is  still  required.  Ensure  that 
amount  is  sufficient  and  form, 
has  been  renewed,  if 
necessary. 


Input  from  Environmental 
Assessment  and 
Approvals  Branch  (EAAB), 
District  Offices  and 
Economic  Analysis 
Section  (EAS)  as 
necessary. 


Input  from  EAS  and  EAAB 
as  necessary. 


Program  Director  to  arrange  for 
District  staff  to  visit  the  site  to  verify 
that  the  conditions  in  the  order  or 
approval  were  completely  fulfilled. 


Are  all  the  conditions  satisfied? 


No 


Yes 


Program  Director  issues 
Section  134  Order  to  release  funds. 
BFPB  is  instructed  to  return  FA  to 
either  regulated  party  or  financial 
institution. 


Regulated  party  is  instructed  to 
clean  up  site.  Other  enforcement 
actions  may  be  necessary, 
including  converting  non-cash  FA 
accounts  to  cash  and  using 
funds.  Steps  should  be 
documented.  (Refer  to  Chart  F3) 


If  FA  was  provided  in  cash,  the 
Program  Director  will  instruct  BFPB 
to  prepare  and  send  cheque  to 
regulated  party.  Instruction  should 
be  accompanied  by  supporting 
documentation,  e.g.,  Financial 
Assurance  Refund/Disbursement 
Form  signed  by  EAAB  Director, 


Program  Director  as  defined  in  Appendix  J  of  Guideline 


Appendix  G 

List  of  Planned  Landfill  Closures  and 
Post-Closure  Care  Activities 


TABLE  G:  List  of  Planned  Landfill  Closures  and  Post-Closure  Care  Activities 

PLANNED  LANDFILL  CLOSURES  AND  POST-CLOSURE  CARE  ACTIVITIES 

LANDFILL  AREA 

AREA  TO  BE  CLOSED  (REQUIRES  FINANCIAL  ASSURANCE) 

Planned  Closure  Items 

Capping  of  old  landfill 
Clay  for  cover 


Sign  replacement 


Clean-up:  litter,  debris  on  and  around  site 


Fuel  tank  removal 


Removal  of  structures 


Repair  of  leachate  seeps 


Final  cap  application 


Topsoil  application 


Seeding  finished  areas 


Topsoil  and  seeding 


Drainage  ditch  construction 


Tree  and  shrub  planting 


Installation  of  observation  wells 


Closure  plan 


Repair  access  road 


Removal  of  sediment  pond 


Post-Closure  Care  Items 


Cap  and  topsoil  repairs 


Cap  repair 


Erosion  repair 


Grass  cutting 


Ditch  maintenance 


Leachate  collector  flushing 


Semi  annual  inspections  and  routine  maintenance 


Annual  monitoring 


Site  inspections 


Annual  water  monitoring,  laboratory  analyses,  report  preparation 


Site  surface  maintenance 


Repair  of  defective  monitoring  wells 


Road  granular  (one-time  cost  in  yr.  XXIX  ) 


Access  road  repair  and  snow  removal 

Taxes 


Appendix  H 

Spreadsheet  Template  for  Calculating  Financial 

Assurance  Amounts  for  a  Typical  Landfill  Site, 

According  to  Ontario  Regulation  232/98 


Spreadsheet  Template  for  Calculating  Financial  Assurance  Amounts  for  a  Typical  Landfill 
Site  after  1998  (according  to  Ontario  Regulation  232/98) 


Introduction 

An  Excel  spreadsheet  example  is  presented  in  this  Appendix  to  show,  in  detail,  how  to  determine 
Financial  Assurance  for  a  typical  private  sector  landfill  operation  according  to  Ontario 
Regulation  232/98.  The  spreadsheet  template,  which  may  be  obtained  from  the  Environmental 
Assessment  and  Approvals  Branch  of  the  Ministry  of  the  Environment  or  the  Economic  Analysis 
Section  in  the  Ministry  of  Energy,  contains  the  formulas  and  algorithms  defined  below  and  can 
be  used  with  little  modification  to  calculate  the  amounts  of  Financial  Assurance  for  closure, 
post-closure  care  and  maintenance  and  contingency  costs  for  a  particular  site. 

Financial  Assurance  for  a  landfill  site  is  intended  to  secure  funds  for: 

•  Closure  of  the  site  when  the  landfill  capacity  is  exhausted. 

•  Post-closure  care  costs  such  as  monitoring,  analysis  and  reporting,  design,  construction, 
operation,  maintenance  and  replacement  of  engineered  facilities,  etc. 

•  Unexpected  contingency  costs  such  as  construction,  operation,  maintenance  and  replacement 
of  works  to  collect  and  process  gas  or  leachate  and  to  repair  liner  failure  or  to  compensate 
offsite  properties.  Compensation  is  limited  to  situations  where  there  is  statutory  authority. 

As  explained  in  the  Guideline,  the  amount  of  Financial  Assurance  to  be  provided  must  be 
sufficient  to  pay  the  total  capital  and  operating  costs  of  specified  closure  activities  plus  the  costs 
of  post-closure  care  over  the  contaminating  life  span  of  the  landfill.  In  addition,  there  should  be 
a  separate  Financial  Assurance  fund  to  pay  for  unexpected  contingencies. 


Table  HI:  Closure  and  Post-Closure  Care  Activities,  Costs,  Landfill  Specifications  and 
Financial  Inputs 

In  this  example,  illustrative  closure  and  post-closure  care  activities  are  listed  in  Table  HI  along 
with  the  estimated  one-time  capital  or  annual  operating  costs  (in  2004  dollars)  for  each  activity. 
Expenditure  patterns  for  different  activities  can  change  over  time.  For  example,  cost  item  IPC  in 
Table  HI  increases  from  $500  to  $1,500  and  then  decreases  to  $1,250  over  the  planning  period 
for  the  landfill  because  the  amount  of  work  needed  varies  at  different  stages  in  the  life  of  the 
landfill  site.  Other  relevant  variables  needed  for  these  calculations  (i.e.,  closure,  site  capacity, 
annual  amount  of  solid  wastes  disposed  of  each  year,  inflation  and  discount  rates,  etc.)  are  also 
presented.  Closure  and  post-closure  care  activities  shown  in  Table  HI  can  vary  based  on  the 
characteristics  of  the  landfill. 


Estimates  of  the  capital  and  operating  costs  for  each  closure  and  post-closure  item  must  be 
provided  by  landfill  owners  or  operators  who  are  recipients  of  orders,  approvals  and/or  who  are 
required  to  comply  with  Ontario  Regulation  232/98  -  Landfilling  Sites.  Ministry  of  the 
Environment  officials  should  review  and  verify  these  estimates  to  the  extent  possible. 
Verification  may  be  accomplished  by  site  visits,  calling  vendors,  reviewing  other  approval  files 
for  landfills  and  by  reviewing  the  literature  in  trade  magazines.  If  cost  estimates  are  not 
submitted,  the  approval  application  and  Financial  Assurance  proposal  will  not  be  reviewed  and 
will  be  returned  to  the  regulated  party. 


Table  HI:  Closure  and  Post-Closure  Care  Activities, 

Costs,  Landfill  Specifications  and 

Financial  Inputs 

Relevant  Information  Required: 

Illustrative  Data 

Landfill 

Specifications 

First  Year  of  Operations: 

January  2004 

Year  of  Closure: 

January  2024 

Planning  Period: 

60  Years 

(January  2004  -  December  2063) 

Contaminating  Life  Span: 

40  Years 

(January  2024  -  December  2063) 

Site  Capacity: 

60,000  tonnes 

Annual  Fill  Rate: 

3,000  tonnes/year 

Form  of  Financial  Assurance: 

Letter  of  Credit 

Financial  Inputs 

2003  Annual  Average  Non-Residential  Building  Construction  Price  Index  for  Toronto: 

123.8 

1997  Annual  Average  Non-Residential  Building  Construction  Price  Index  for  Toronto: 

100.0 

Interest  (Discount)  rate  (Selected  Government  of  Canada  Benchmark  Bond  Yields: 

Long-Term,  January  3 1 ,  2004 

5.23% 

Percentage  Change  between  the  most  recent  (Year  2003)  Annual  Averag 

e  Non-Residential 

Building  Construction  Price  Index  and  the  1997  Index: 

3.4% 

Cost  Information  (2004  dollars) 

Closure  Costs  Project 

Activity                                                                                                     One-time  Payment 

Annual  Payment 

ICC 

Clean  up  of  litter  and  debris 

$500 

2CC 

Repair  of  leachate  seeps 

$500 

3CC 

Final  cover  application 

$8,750 

4CC 

Topsoil  application 

$2,500 

5CC 

Seeding  finished  areas 

$1,500 

6CC 

Drainage  ditch  construction 

$600 

7CC 

Tree  and  shrub  planting 

$5,000 

8CC 

Site  inspections  and  routine  maintenance 

$5,000 

9CC 

Water  monitoring,  lab  analyses,  report  preparation 

$3,250 

10CC 

Installation  of  leachate  collection/treatment  system 

$62,500 

11CC 

Installation  of  methane  gas  collection/treatment  system 

$50,000 

12CC 

Operation  of  leachate  collection  system 

$25,000 

13CC 

Operation  of  methane  gas  collection  system 

$12,500 

IPC 

Repair  of  defective  monitoring  wells  (from  2024  to  2043) 

$500 

IPC 

Repair  of  defective  monitoring  wells  (from  2044  to  2052) 

$1,500 

IPC 

Repair  of  defective  monitoring  wells  (from  2054  to  2063) 

$1,250 

2PC 

Replace/repair  of  monitoring  wells  (year  2024  and  2043) 

$7,500 

3PC 

Replacement  of  fencing  (year  2027  and  2052) 

$12,500 

CC  = 

Closure  Costs 

PC  = 

Post-Closure  Care  Costs 

Estimated  costs  are  presented  as  an  example.  Unit  costs  should  be  obtained  for  the  site  in  question  and  should  be  incorporated  in  Table  HI. 

These  costs  should  then  be  used  in  Table  H2. 

Table  H2:  Financial  Assurance  Calculation  for  Landfill  Site 

Financial  Assurance  for  Closure  and  Post-Closure  Care  Costs 

Calculating  Financial  Assurance  for  closure  and  post-closure  care  costs  involves  a  four-step 
approach: 

Step  1 :        Derive  annual  inflation  rate  using  the  Annual  Average  Non-Residential  Building 
Construction  Price  Index  for  Toronto  (NRCPIT); 

Step  2:        Inflate  costs  (using  the  rate  derived  in  Step  1)  to  arrive  at  the  total  future  costs 
expected  to  be  incurred  at  and  after  closure; 

Step  3:        Discount  total  future  costs  back  to  the  year  of  closure  to  determine  how  much 
Financial  Assurance,  net  of  interest,  is  required  from  the  regulated  party;  and 

Step  4:        Submit  the  calculated  Financial  Assurance  amount  from  Step  3  above  according 
to  the  accumulated  amount  of  waste  deposited  each  year  during  the  operating 
period  of  the  landfill. 


Using  the  cost  estimates  provided  in  Table  HI,  Table  F£2  presents  forecasts  of  closure  and  post- 
closure  cost  items  to  be  incurred  each  year,  starting  from  the  year  in  which  the  site  is  intended  to 
close  (2024  in  this  example).  The  expected  closure  year  is  defined  as  "year  one"  of  the 
contaminating  life  span  and  "year  zero"  for  discounting  purposes.  In  this  example,  a  40-year 
contaminating  life  span  is  assumed. 

Inflation  and  discount  rates  used  in  this  example  are  3.4  per  cent  and  5.23  per  cent  respectively 
and  represent  rates  as  of  February  2004.  Sources  of  inflation  and  discount  rates  to  be  used  are 
defined  in  the  Guideline.  Clear  references  to  the  actual  rates  used  must  be  provided  in  regulated 
parties'  Financial  Assurance  proposal.  When  needed  annual  fill  rates  are  to  be  provided  by  the 
proponent.  At  regular  intervals,  the  Financial  Assurance  estimates  are  to  be  updated  by  new 
price  indices  and  fill  rates. 

Step  1: 

The  NRCPIT,  published  by  Statistics  Canada,  Catalogue  62-007,  is  used  in  the  following 
formula  to  derive  the  annual  inflation  rate.  Using  the  most  recent  (2003)  NRCPIT,  the  inflation 
rate  is  calculated  to  be  3.4%: 

Inflation  rate    =     [(Year  2003  NRCPIT  -  Year  1 997  NRCPIT)  ■*■  Year  1 997 
NRCPIT]  -j-  (number  of  years  in  between  the  two  indices  +  1)  x  100% 

=    [(123.8 -100) -100]- (6 +  l)x  100% 

=    3.4% 


Step  2: 

Once  the  inflation  rate  is  derived,  it  is  used/applied  in  the  following  formula  to  calculate  the 
value  of  the  total  future  costs  by  inflating  costs  each  year  from  2004  to  year  2024. 

F(n+1)=     C(n)x(l+i)n 

where, 

n     =    year  0,  1,  2,  3,  ...,  N 

year  0  =    base  year  =  year  when  project  is  initiated 

N    =     final  year  of  planning  period 

F(n+1)  =     future  capital  and  operating  costs  in  year  n+1 

C(n)     =     annual  capital  and  operating  costs  expended  in  year  n;  initial  capital  and 
operating  costs  expended  in  year  n  =  0 

i     =     inflation  rate  derived  from  NRCPIT 

From  Table  H2,  costs  are  summed  across  rows  to  show  the  total  annual  expenditures  expressed 
in  current  dollars.  The  total  future  value  which  is  equal  to  $7,938,588  noted  in  Column  U, 
"Undiscounted  Future  Expenditures  $'s". 

Step  3: 

The  discount  rate  to  be  used  is  the  most  recent  monthly  rate  for  Government  of  Canada 
Benchmark  Bond  Yields:  Long-Term,  as  published  in  the  Bank  of  Canada  website.  The  most 
recent  discount  rate  as  of  January  31,  2004  is  5.23%.  This  rate  is  used  to  calculate  present 
values. 

Present  values  are  calculated  using  the  "@PV"  function  of  the  Quattro  Pro  or  Excel  spreadsheet 
software  or  the  following  formula  found  in  Section  6.7.6.5  in  the  Guideline: 

PV  Cost(n+l)  =    £(sum  of)  [F(n)  -  (l+r)n] 

where, 

n     =    yearO,  1,2,  3,4,  5,  ...,N 

year  0  =    base  year:  in  the  case  of  landfills,  year  of  site  closure,  when  discounting 


year  N  =    final  year  of  planning  period  (or  of  contaminating  life  span  for  landfills) 
F(n)      =     future  (inflated)  capital  and  operating  costs 

PV  Cost(n+l)  =    present  value  of  future  capital  and  operating  costs  in  year  n+1 
r     =     discount  rate 

From  Table  H2,  the  total  present  value  for  the  period  from  year  2024  to  2063  yields  an  estimate 
of  $2,958,525  found  in  Column  V,  "Closure  Year  2024  Expenditures  $'s".  At  the  year  of 
closure,  this  is  the  total  amount  of  funds  that  would  have  to  be  deposited  in  order  to  generate 
sufficient  compound  interest  to  yield  an  estimated  future  amount  that  would  pay  for  the  closure 
and  post-closure  care  costs  of  $7,938,588. 

Step  4: 

Prior  to  site  closure,  the  closure/post-closure  care  funds  to  be  paid  each  year  are  proportional  to 
the  cumulative  amount  of  waste  deposited  in  the  site  each  year  and  must  sum  to  the  total  present 
value  of  $2,958,525  in  year  2023,  one  year  prior  to  closure.  The  following  formula  is  used  to 
arrive  at  the  Financial  Assurance  payments: 

A    =    B(C-D) 

where, 

A    =    the  minimum  amount  of  Financial  Assurance  that  must  have  been  provided; 

B    =    the  total  amount  of  Financial  Assurance  for  closure/post-closure  costs; 

C    =    the  amount  of  waste  that  has  already  been  deposited  at  the  site;  and 

D    =    the  total  amount  of  waste  that  will  be  deposited  at  the  site  (equal  to  site 
capacity). 

Since  future  NRCPITs  are  unknown  and  fill  rates  are  forecasts  only,  the  regulated  party  is 
required,  at  least  every  three  years,  to  update  these  rates  and  use  them  to  recalculate  the  Financial 
Assurance  amounts. 

During  each  year  within  the  operating  period,  the  regulated  party  is  required  to  increase  their 
Financial  Assurance  amount  according  to  the  Cumulative  Financial  Assurance  Balance  for 
closure  and  post-closure  noted  in  Column  AB. 

After  site  closure,  the  Financial  Assurance  amount  will  be  adjusted  each  year  to  account  for 
interest  earned  and  maintenance  expenditures  incurred.  The  amount  of  Financial  Assurance 


should  be  reviewed  periodically  to  ensure  the  Financial  Assurance  in  place  is  sufficient  to  pay 
for  all  the  anticipated  costs.  Financial  Assurance  amounts  may  be  increased  or  decreased  as  the 
result  of  these  reviews. 

Before  closure,  the  Cumulative  Financial  Assurance  Balance  schedule  for  closure  and  post- 
closure  is  found  in  Column  AB  and  after  closure,  it  is  found  in  Column  AC  in  Table  H2. 

Financial  Assurance  for  Contingency  Costs 

Calculating  Financial  Assurance  for  contingency  costs  consists  of  one  step.  The  NRCPIT  and 
fill  rates  are  used  in  the  contingency  cost  formula  noted  below  to  arrive  at  the  Financial 
Assurance  amount  for  each  year  prior  to  closure.  After  closure,  the  Financial  Assurance  amount 
for  contingencies  remains  constant  throughout  the  contaminating  life  span.  If  a  portion  or  the 
entire  Financial  Assurance  amount  is  used  to  pay  for  any  planned  or  unplanned  closure  of  the  site 
or  to  the  post-closure  care  of  the  site,  the  regulated  party  is  required  to  replace  the  Financial 
Assurance  amount  within  six  months. 

F    =    $0.50  x  W  x  (I2  -s-  Ij) 

where, 

F     =    the  amount  of  the  Financial  Assurance, 

W  =    the  number  of  tonnes  of  waste  that  have  been  deposited  in  the  landfilling  site 
at  the  time  the  amount  of  Financial  Assurance  is  calculated, 

Ii  =  the  1997  Annual  Average  Non-Residential  Building  Construction  Price  Index 
for  Toronto,  determined  with  reference  to  the  same  base  year  as  is  applicable  to  h,  as 
published  by  Statistics  Canada  under  the  authority  of  the  Statistics  Act  (Canada), 

I2    =    the  most  recent  Annual  Average  Non-Residential  Building  Construction  Price 
Index  for  Toronto  available  at  the  time  the  amount  of  the  Financial  Assurance  is 
calculated,  as  published  by  Statistics  Canada  under  the  authority  of  the  Statistics  Act 
(Canada). 

Total  Financial  Assurance  amount  for  contingency  costs  from  year  2004  to  2023  yields  an 
estimate  of  $37,140  found  in  Column  AD,  "FA  Accumulated  for  Contingency  Costs". 

Since  future  NRCPITs  are  unknown  and  fill  rates  are  forecasts  only,  the  regulated  party  is 
required,  at  least  every  three  years,  to  update  these  rates  and  use  them  to  recalculate  the  Financial 
Assurance  amounts. 


Total  Financial  Assurance 

The  total  annual  Financial  Assurance  required  by  the  regulated  party  can  be  found  in  the  last 
column,  Column  AE  in  Table  H2.  The  total  Financial  Assurance  required  each  year  is  the  sum 
of  the  cumulative  Financial  Assurance  balance  required  for  closure  and  post-closure  care  plus  the 
cumulative  balance  required  for  the  contingency  fund.  For  example,  in  year  2050,  the  regulated 
party  would  have  to  provide  a  total  Financial  Assurance  amount  of  $2,617,784  which  includes 
$2,580,644  for  the  closure  and  post-closure  fund  and  $37,140  for  the  contingency  fund. 

At  the  end  of  the  planning  period,  any  remaining  Financial  Assurance  may  be  returned  to  the 
regulated  party  after  the  Program  Director  is  satisfied  that  all  conditions  have  been  met  and  no 
future  expenditures  are  anticipated. 


Table  H2:  Financial  Assurance  Calculations  for  Landfill:  Planned  Closure  and 

Post -closure  Care  Items  (S's)  - 

Used  Interest  Rats:  5.23%  (1 )  and  Inflation  Rats:  3.4% 

(2) 

Year 

Number  of 

Item  1PL 

Item  2PL 

Item  3PL 

Item  4PL 

Item  5PL 

Ite 

m  6PL 

Item  7PL 

Item  BPL 

Item  9PL 

Item  10PL 

Ite 

m  11  PL 

Item  12PL 

Item  13PL 

Years  For 

(Ca 

pital) 

(Capital) 

(Capital) 

(Capital) 

(Capital) 

(Capital) 

(Capital) 

(Operating)  (Operating) 

(Capital) 

(Capital) 

(Operating) 

(Operatiog) 

jiscourtinc 

A 

B 

C 

(4) 

D(4) 

E(4) 

F(4) 

B(4) 

H(4) 

I  (4) 

J  (4) 

K(4) 

L(4) 

M(4) 

N(4) 

0(4) 

C1.034 

D*1 .034 

E*1 .034 

F*1 .034 

G*1 .034 

H 

1.034 

1*1 .034 

J*1 .034 

K*1 .034 

.*  1.034 

M*1.034 

N*1 .034 

0*1 .034 

2004  (Row  7 

T- 

500 

T- 

500 

T 

B.75B 

T 

2,500 

T 

1.500 

T 

600 

T 

5,000 

T 

5.BO0 

T 

3,250 

T 

62,500 

T 

50,000 

T 

25.000 

T 

12.50B 

2005 

$ 

517 

$ 

517 

$ 

9,043 

$ 

2,585 

$ 

1,551 

$ 

620 

$ 

5,170 

$ 

5,170 

$ 

3,361 

$ 

64,625 

$ 

51,700 

$ 

25,850 

$ 

12,925 

2006 

S 

535 

$ 

535 

$ 

9,355 

$ 

2,673 

$ 

1,604 

$ 

641 

$ 

5,346 

$ 

5,346 

$ 

3,475 

$ 

66,B22 

S 

53,458 

$ 

26,729 

$ 

13,364 

2007 

$ 

553 

$ 

553 

$ 

9,673 

$ 

2,764 

$ 

1,658 

$ 

663 

$ 

5,528 

$ 

5,528 

$ 

3,593 

$ 

69,094 

$ 

55,275 

$ 

27,638 

$ 

13,819 

2008 

$ 

572 

$ 

572 

$ 

10,002 

$ 

2,858 

$ 

1,715 

$ 

686 

$ 

5,715 

$ 

5,715 

$ 

3,715 

$ 

71,443 

$ 

57,155 

$ 

28,577 

$ 

14,289 

2009 

S 

591 

$ 

591 

$ 

10.342 

$ 

2,955 

$ 

1,773 

$ 

709 

$ 

5,910 

$ 

5.31  0 

$ 

3,841 

$ 

73,372 

S 

59,098 

$ 

29,549 

$ 

14,774 

201 D 

$ 

611 

$ 

611 

$ 

10,694 

$ 

3,055 

$ 

1 .933 

$ 

733 

$ 

6,111 

$ 

6,111 

$ 

3,972 

$ 

76,3B4 

$ 

61,107 

$ 

30,554 

$ 

15,277 

2011 

S 

G32 

$ 

632 

$ 

11,057 

$ 

3,159 

$ 

1 .336 

$ 

758 

$ 

6,318 

$ 

6.31  3 

$ 

4,107 

$ 

70,331 

S 

63,185 

$ 

31,592 

$ 

15,796 

2012 

$ 

653 

$ 

653 

$ 

11,433 

$ 

3,267 

$ 

1,960 

$ 

784 

$ 

6,533 

$ 

6,533 

$ 

4,247 

$ 

81,667 

$ 

65,333 

$ 

32,667 

$ 

16,333 

2013 

t 

676 

t 

676 

$ 

11,822 

t 

3,378 

$ 

2,027 

t 

811 

$ 

6,755 

$ 

6,755 

$ 

4,391 

$ 

84,443 

t 

67,555 

$ 

33,777 

$ 

16,889 

2014 

S 

G99 

$ 

699 

$ 

12,224 

$ 

3,493 

$ 

2,096 

$ 

B38 

$ 

6,985 

$ 

6,985 

$ 

4,540 

$ 

B7.314 

S 

69,851 

$ 

34,926 

$ 

17,463 

2015 

s 

722 

$ 

722 

$ 

12,640 

$ 

3,611 

$ 

2,167 

$ 

B67 

$ 

7,223 

$ 

7,223 

$ 

4,695 

$ 

90,2B3 

s 

72,226 

$ 

36,113 

$ 

1B.B57 

2016 

s 

747 

$ 

747 

$ 

13.B69 

$ 

3,734 

$ 

2,240 

$ 

B96 

$ 

7,468 

$ 

7.46B 

$ 

4,854 

$ 

93,353 

s 

74,682 

$ 

37,341 

$ 

18.671 

2017 

$ 

772 

$ 

772 

$ 

13,514 

$ 

3,861 

$ 

2,317 

$ 

927 

$ 

7,722 

$ 

7,722 

$ 

5,019 

$ 

96,527 

$ 

77,221 

$ 

38,611 

$ 

19,305 

2018 

$ 

798 

$ 

798 

$ 

13,973 

$ 

3,992 

$ 

2,395 

$ 

958 

$ 

7,985 

$ 

7,985 

$ 

5,190 

$ 

99,809 

$ 

79,847 

$ 

39,923 

$ 

19,962 

2019 

s 

B2G 

$ 

826 

$ 

14.44B 

$ 

4,128 

$ 

2,477 

$ 

991 

$ 

8,256 

$ 

B.256 

$ 

5,367 

$ 

103,202 

s 

82,562 

$ 

41.281 

$ 

20,640 

202D 

s 

B54 

$ 

854 

$ 

14.94B 

$ 

4,268 

$ 

2,561 

$ 

1,024 

$ 

8,537 

$ 

B.537 

$ 

5,549 

$ 

106,711 

s 

85,369 

$ 

42,664 

$ 

21 ,342 

2021 

s 

B83 

$ 

8B3 

$ 

15,447 

$ 

4,414 

$ 

2.64B 

$ 

1,059 

$ 

8,827 

$ 

B.B27 

$ 

5,738 

$ 

110,339 

s 

88,271 

$ 

44,136 

$ 

22.B6B 

2022 

$ 

913 

$ 

913 

$ 

15,973 

$ 

4,564 

$ 

2,738 

$ 

1,095 

$ 

9,127 

$ 

9,127 

$ 

5,933 

$ 

114,091 

$ 

91,272 

$ 

45,636 

$ 

22,818 

(Row  26)  2D23 

$ 

944 

$ 

944 

$ 

16,516 

$ 

4,719 

$ 

2,831 

$ 

1,133 

$ 

9,438 

$ 

9,438 

$ 

6,134 

$ 

117,970 

$ 

94,376 

$ 

47,188 

$ 

23,594 

Closure  Yr2D24  (3) 

0 

T" 

976 

T" 

976 

T 

17,077 

T 

4,979 

T 

2,923 

T 

1,171 

T 

9,753 

T 

9,753 

T 

6,343 

T 

121,931 

T 

97.5B4 

T 

48,792 

T 

24,396 

2D25 

1 

$ 

10,090 

$ 

6,559 

$ 

50,451 

$ 

25,226 

2026 

2 

$ 

10,433 

$ 

6,732 

$ 

52,167 

$ 

26,033 

2D27 

3 

$ 

10,783 

$ 

7,012 

$ 

53,940 

$ 

26,970 

2D28 

4 

$ 

11,155 

$ 

7,251 

$ 

55,774 

$ 

27,887 

2D29 

5 

$ 

11,534 

$ 

7,497 

$ 

57,670 

$ 

23,335 

2D3D 

6 

$ 

11,926 

$ 

7,752 

$ 

59,631 

$ 

29,316 

2D31 

7 

$ 

12,332 

$ 

3,016 

$ 

61,659 

$ 

30,329 

2D32 

8 

$ 

12,751 

$ 

B:2EB 

$ 

63,755 

$ 

31,873 

2D33 

9 

$ 

13,185 

$ 

8,570 

$ 

65,923 

$ 

32,961 

2D34 

10 

$ 

13,633 

$ 

8,861 

$ 

68,164 

$ 

34,032 

2D35 

11 

i 

14.096 

s 

9.163 

i 

70.482 

3 

35.241 

2D3G 

12 

$ 

14,576 

$ 

9,474 

$ 

72,878 

$ 

36,439 

2D37 

13 

$ 

15,071 

$ 

9,796 

$ 

75,356 

$ 

37,673 

2D38 

14 

$ 

15,584 

$ 

10,129 

$ 

77,918 

$ 

38,959 

2D39 

15 

$ 

16,113 

$ 

10,474 

$ 

80,567 

$ 

40,234 

2D4D 

16 

$ 

16,661 

$ 

10,830 

$ 

83,307 

$ 

41,653 

2041 

17 

$ 

17,223 

$ 

11,193 

$ 

36,139 

$ 

43,070 

2042 

18 

$ 

17,814 

$ 

11,579 

$ 

39,068 

$ 

44,534 

2043 

10 

$ 

18,419 

$ 

11,972 

$ 

92,096 

$ 

46,043 

2044 

20 

$ 

19,045 

$ 

12,3B0 

$ 

95,227 

$ 

47,614 

2045 

21 

$ 

19,693 

$ 

12,800 

$ 

98,465 

$ 

49,233 

2046 

22 

$ 

20,363 

$ 

13,236 

$ 

101,813 

$ 

50,906 

2047 

23 

$ 

21,055 

$ 

13,686 

$ 

105,274 

$ 

52,637 

2048 

24 

$ 

21,771 

* 

14,151 

$ 

108,854 

$ 

54,427 

2049 

25 

$ 

22,511 

$ 

14,632 

$ 

112,555 

$ 

56,277 

2050 

26 

$ 

23,276 

$ 

15,130 

$ 

116,332 

$ 

58,191 

2051 

27 

$ 

24,063 

$ 

15,644 

$ 

120,339 

$ 

60,169 

2052 

28 

$ 

24,386 

$ 

16,176 

$ 

124,430 

$ 

62,215 

2053 

29 

$ 

25,732 

* 

16,726 

$ 

128,661 

* 

64,330 

2054 

30 

$ 

26,607 

$ 

17,295 

$ 

133,035 

$ 

66,513 

2055 

31 

$ 

27,512 

$ 

17,883 

$ 

137,559 

$ 

63,779 

205G 

32 

$ 

23,447 

$ 

13,491 

$ 

142,236 

$ 

71,113 

2057 

33 

$ 

29,414 

$ 

19,119 

$ 

147,072 

$ 

73,536 

2058 

34 

$ 

30,414 

$ 

19,769 

$ 

152,072 

$ 

76,036 

2059 

35 

$ 

31,443 

$ 

20,442 

$ 

157,242 

$ 

73,621 

2060 

36 

$ 

32,513 

$ 

21,137 

$ 

162,539 

$ 

31,294 

2061 

37 

$ 

33,623 

$ 

21,355 

$ 

168,117 

$ 

34,053 

2062 

38 

$ 

34,767 

$ 

22,598 

$ 

173,833 

$ 

36,916 

2063 

39 

$ 

35,949 

$ 

23,367 

$ 

179,743 

$ 

89,871 

Notes: 

(1)  Source: 

Bank  of  Canada,  Monthly  Series 

Selected  Government  of  Canada  Benchmark  Bond  Yields: 

Long-Term  as  of  January  31,  2004  rate. 

(2)The  inflation  rate  was  calculated 

using  the  annual  average  non-residential  building  construction  p 

ce 

ndex  for  Toronto  (NRCP 

T).  To  derive  the  annual  inflation 

rate,  the  percentage  change  formula  was  used 

=(((Year  2003  iod 

ex  - 

Year  1997  index )/Y ear  1997  indexy  (number  of  years  between  indices  +1))*100, 

(((123.8- 

ioooyioo.oy(t 

+1  ))*1  00  = 

3.4°/ 

(3)  Assumption 

Landfill  reaches 

capacity  at  60,000 tonnes 

by  the  end  of  yea 

r2023.  No  more  waste 

is  received  at  this  site  after  December  31 

2023. 

3losure  of 

fne  site  begins  in  January  2024 

(4)The  figure  fo 

ryear 

2004  isth 

■i  current  cost  valued  in 

2004  dollars. 

The  value 

foryear  2005  is  calculated  using 

tJtlE 

formula: 

value  from  the  previous  year 

2004 

cost*  1 .034.  The  same  formula  is  applied  annually  until  the  year  the  cost  is  expected  to  be  incurred 

Bold  numbers  were  used  in  Present  Value  Formula  in  column  V 

Economic  Analysis 

Section,  Ministry  of  Energy, 

December  2004 

Table  H2: Financial  Assurance  Calculations  for  Landfill:  Planned  Closure  and 

Post-closure  Care  Items  ($'s)  -  Used  Interest  Rate:  5.23%  (1)  and  Inflation  Rate 

3.4%  (2) 

Year 

Number  of 

Item  1PO 

Item  1PO 

tern  1PO 

Item  2PO 

Item  3PO 

Undiscounted 

Closure  Year     Interest  Rate 

Annual  Waste 

Years  For 

(Operating) 

(Operating) 

(Operating) 

(Capital) 

(Capital) 

Future 

2024 

Plus  1 

Fill  (tonnes/yr) 

Discounting 

Yr .2024-2043  Yr.2044-2053 

Yr.2054-2063 

Yr.2024  &2044 

Yr 

2027  £2052 

Expenditures  $'s 

Expenditures  $'s 

A 

B 

P(4) 

Q(4) 

R(4) 

6(4) 

T(4) 

u 

V(5) 

w 

X 

P1 1.034 

CH  .034 

R*1 .034 

S'1 .034 

T*1 .034 

Sum  of  bold  #s 

IHI'B 

H«23% 

2004  (Row  7) 

$ 

500 

$ 

1,500 

$ 

1,250 

$ 

7,500 

$ 

12,500 

3  BBO 

20D5 

$ 

517 

$ 

1,551 

$ 

1,293 

$ 

7,755 

$ 

12,925 

3 

BBO 

2006 

$ 

535 

$ 

1,604 

$ 

1,336 

$ 

8,019 

$ 

13,364 

3 

BBO 

20D7 

$ 

553 

$ 

1,658 

$ 

1,382 

$ 

8,291 

$ 

13,819 

3 

BBO 

200B 

$ 

572 

$ 

1,715 

$ 

1,429 

$ 

8,573 

$ 

14,289 

3 

BBO 

2009 

$ 

591 

$ 

1,773 

$ 

1,477 

$ 

8,865 

$ 

14,774 

3 

000 

201D 

$ 

611 

$ 

1,833 

$ 

1,528 

$ 

9,166 

$ 

15,277 

3 

000 

2011 

$ 

632 

$ 

1,896 

$ 

1,580 

$ 

9,478 

$ 

15,796 

3 

000 

2012 

$ 

653 

$ 

1,960 

$ 

1,633 

$ 

9,800 

$ 

16,333 

3 

000 

2013 

$ 

676 

$ 

2,027 

$ 

1,689 

$ 

10,133 

$ 

16,889 

3 

000 

2014 

$ 

699 

$ 

2,096 

$ 

1,746 

$ 

10,478 

$ 

17,463 

3 

000 

2015 

$ 

722 

$ 

2,167 

$ 

1,806 

$ 

10,834 

$ 

18,057 

3 

000 

2016 

$ 

747 

$ 

2,240 

$ 

1,867 

$ 

1 1 ,202 

$ 

18,671 

3 

000 

2017 

$ 

772 

$ 

2,317 

$ 

1,931 

$ 

1 1 ,583 

$ 

19,305 

3 

000 

201B 

$ 

798 

$ 

2,395 

$ 

1,996 

$ 

1 1 ,977 

$ 

19,962 

3 

000 

2019 

$ 

826 

$ 

2,477 

$ 

2,064 

$ 

12,384 

$ 

20,640 

3 

000 

202D 

$ 

854 

$ 

2,561 

$ 

2,134 

$ 

12,805 

$ 

21,342 

3 

000 

2021 

$ 

883 

$ 

2,648 

$ 

2,207 

$ 

13,241 

$ 

■  -it.:-: 

3 

000 

2022 

$ 

913 

$ 

2,738 

$ 

2,282 

$ 

13,691 

$ 

22,818 

3 

000 

(Row  26)  2023 

$ 

944 

$ 

2,831 

$ 

2,359 

$ 

14,156 

$ 

23,594 

3 

000 

Closure  Yr  2024  (3) 

0 

$ 

976 

$ 

2,928 

$ 

2,440 

$ 

14,638 

$ 

24,396 

$ 

362,234 

$ 

362  234 

1.0523 

2025 

1 

$ 

1,009 

$ 

3,027 

$ 

2,523 

$ 

15,135 

$ 

25,226 

$ 

93,335 

$ 

38  696 

1.0523 

2D26 

2 

$ 

1.043 

$ 

3,130 

$ 

2,608 

$ 

15,650 

$ 

26,083 

$ 

96,508 

$ 

37  153 

1.0523 

2D27 

3 

$ 

1,079 

$ 

3,236 

$ 

2,697 

$ 

16,182 

$ 

26,970 

$ 

126,759 

$ 

1B8  783 

1.0523 

2028 

4 

$ 

1,115 

$ 

3,346 

$ 

2,789 

$ 

16,732 

$ 

27,887 

$ 

103,182 

$ 

34  149 

1.0523 

2029 

5 

$ 

1,153 

$ 

3,460 

$ 

2,804 

$ 

17,301 

$ 

28,035 

$ 

106,690 

$ 

B2  6B5 

1.0523 

2030 

6 

$ 

1,193 

$ 

3,578 

$ 

2,982 

$ 

17,889 

$ 

29,816 

$ 

110,318 

$ 

B1  247 

1.0523 

2031 

7 

$ 

1,233 

$ 

3,700 

$ 

3,083 

$ 

18,498 

$ 

30,829 

$ 

114,069 

$ 

79  834 

1.0523 

2032 

B 

$ 

1,275 

$ 

3,025 

$ 

3,180 

$ 

19,127 

$ 

31,870 

$ 

117,947 

$ 

78  446 

1.0523 

2033 

9 

$ 

1,318 

$ 

3,955 

$ 

3,296 

$ 

19,777 

$ 

32,961 

$ 

121,957 

$ 

77  0B2 

1.0523 

2034 

10 

$ 

1,363 

$ 

4,090 

$ 

3,408 

$ 

20,449 

$ 

34,082 

$ 

126,104 

$ 

75  741 

1.0523 

2n35 

11 

$ 

1.410 

<t 

4,229 

* 

3,524 

* 

21,145 

<t 

35,241 

<t 

13n,391 

* 

74  424 

1  n523 

2036 

12 

$ 

1,458 

$ 

4,373 

$ 

3,644 

$ 

21,863 

$ 

36,439 

$ 

134,825 

$ 

73  130 

1.0523 

2037 

13 

$ 

1,507 

$ 

4,521 

$ 

3,768 

$ 

22,607 

$ 

37,678 

$ 

139,409 

$ 

71  858 

1.0523 

2038 

14 

$ 

1,558 

$ 

4,675 

$ 

3,896 

$ 

23,375 

$ 

38,959 

$ 

144,148 

$ 

70  608 

1.0523 

2039 

15 

$ 

1,611 

$ 

4,834 

$ 

4,028 

$ 

24,170 

$ 

40,284 

$ 

149,050 

$ 

69  380 

1.0523 

2040 

16 

$ 

1,666 

$ 

4,998 

$ 

4,165 

$ 

24,992 

$ 

41,653 

$ 

154,117 

$ 

68  174 

1.0523 

2041 

17 

$ 

1,723 

$ 

5,168 

$ 

4,307 

$ 

25,842 

$ 

43,070 

$ 

159,357 

$ 

66  988 

1.0523 

2042 

IB 

$ 

1,781 

$ 

5,344 

$ 

4,453 

$ 

26,720 

$ 

44,534 

$ 

164,775 

$ 

65  823 

1.0523 

2043 

19 

$ 

1.B42 

$ 

5,526 

$ 

4,605 

$ 

27,629 

$ 

46,048 

$ 

170,378 

$ 

64  679 

1.0523 

2044 

20 

$ 

5,714 

$ 

4,761 

$ 

28,568 

$ 

47,614 

$ 

208,548 

$ 

75  234 

1.0523 

2045 

21 

$ 

5,909 

$ 

4,923 

$ 

49,233 

$ 

186,099 

$ 

63  799 

1.0523 

2046 

22 

$ 

6,109 

$ 

5,091 

$ 

50,906 

$ 

192,426 

$ 

62  689 

1.0523 

2047 

23 

$ 

6,316 

$ 

5,264 

$ 

52,637 

$ 

198,969 

$ 

61  599 

1.0523 

2048 

24 

$ 

6,531 

$ 

5,443 

$ 

54,427 

$ 

205,734 

$ 

60  528 

1.0523 

2049 

25 

* 

6,753 

$ 

5,628 

$ 

56,277 

$ 

212,729 

$ 

59  475 

1.0523 

2050 

26 

$ 

6,SB3 

$ 

5,819 

$ 

58,191 

$ 

219,961 

$ 

58  441 

1.0523 

2051 

27 

$ 

7,220 

$ 

6,017 

$ 

60,169 

$ 

227,440 

$ 

57  425 

1.0523 

2052 

2B 

$ 

7,466 

$ 

6,222 

$ 

62,215 

$ 

297,388 

$ 

71  354 

1.0523 

2053 

29 

$ 

7,720 

$ 

6,433 

$ 

243,169 

$ 

55  445 

1.0523 

2054 

30 

$ 

6,652 

$ 

250,106 

$ 

54  192 

1.0523 

2055 

31 

$ 

6,878 

$ 

258,610 

$ 

53  250 

1.0523 

2056 

32 

$ 

7,112 

$ 

267,403 

$ 

52  324 

1.0523 

2057 

33 

$ 

7,354 

$ 

276,494 

$ 

51  414 

1.0523 

2058 

34 

$ 

7,604 

$ 

285,895 

$ 

50  520 

1.0523 

2059 

35 

$ 

7.B62 

$ 

295,616 

$ 

49  641 

1.0523 

2060 

36 

$ 

8,129 

$ 

305,667 

$ 

48  778 

1.0523 

2061 

37 

$ 

8,406 

$ 

316,059 

$ 

47  930 

1.0523 

2062 

3B 

$ 

8,692 

$ 

326,805 

$ 

47  096 

1.0523 

2063 

39 

$ 

8,987 

$ 
$ 

337,917 
7,938,588 

$ 
$ 

46  277 
2,958,525 

1.0523 

Notes: 

(1)  Source: 

Bank  of  Canada,  Monthly  Series 

Selected  Government  of  Canada  Benchmark  Bond  Yields:  Long-Term 

as  of  January  31 

20B4  rate. 

(2)The  inflation  rate  was  calculated  usinc 

the  annual  average 

ion-residential  building  construction 

srice  index  for  Toronto  (NRCPIT). 

To  derive  the  annual  inflation  rate,  the  percentage  change  formulawas  used.  =(((Vear  2003  index 

Year  1 997  IndexyYear  1997  index)/  (number 

of  years 

between  indices 

+1))-100, 

=  (((123.8-  100.0yi00.O)/(6+1) 

•100=  3.4% 

(3)  Assumption 

Landfill  reaches  capacity 

at  60,000  tonnes 

by 

the  end  of  year2023.  No  more  waste  is  received  at  this  site  after  December31 ,  2 

323.    Closure 

of  the  site  begins  in  January  2024. 

(4)The  figure  foryear  2004  is  the  current  cost  valued  in  2004  dollars.  The  value 

foryear  2005  is  calculated  using  the  formula:  value  from  the  pre 

^ious  year, 

2004  cost* 

1 .034.  The  same  formula  is  applied  annually  until  the  year  the  cost  is  expected  to  be  incurred. 

(5)The  value  fo 

year  2024 

n  column  V  is  the  samevalue  as  the  value  in  year  2024  in  column  U  ($362,234),  no 

discounting,  since  "yc 

arzero". 

Bold  numbers  were  used 

n  Present  Value  F 

orrnula  in  column 

V.       Economic  Analysis  Section,  W 

inistry  of  Energy 

December  2004 

Table  HZ:  Financial  Assurance  calculations  rorLandhll:  Planned  Closure  and 

Post -closure  C 

Year 

ire  Item 

5  ($'s)-  Used  Interest  Rate:  5.23%  (1)  and  Inflation  Rate:  3.4%  (2) 

Number  of    Cumulative           FAaccumul                    FAaccumul. 

cumulative  FA  balance 

Years  For    Waste  Fill              forClosure/                          for 
Discounting    (tonnes/yr)            Post-Closure         Contingency 

Closure/Post  Closure 

Contngency 

FA  Balance 
AE 

Yr  2004  to 

vr  2024  to 

Yr2UU4to 

Care  Cost                    Costs 

Yr2023 

Yr  2063 

Yr  2063 

A 

B                   Y  (4)                        Z  (5)                                  AA  (5) 

AB(5) 

AC  (6) 

AD(5)  (7) 

Yr.  2003-2023  AB+AD 

Y+X             Y7...Y2£/Y26*V6S        .5'Y7...Y26'(123.8/100) 

SameasZ 

AC*W-U 

Same  as  AA 

Yr.  2024-2063  AC+AD 

2004  (HOW  1) 

3,uuu  i               147,523  $             TW 

I 147,555 

i            1,857 

i 

149,783 

2005 

6,000    $                    295,853    $                                   3,714 

$           295,853 

$               3,714 

$ 

299,567 

2006 

0,000    $                    443,779    $                                   5,571 

$           443,779 

$               5,571 

$ 

449,350 

2007 

12,000    $                    591,705    $                                   7,428 

$           591 ,705 

$               7,428 

$ 

599,133 

2008 

15,000    $                    739,631    $                                   9,285 

$           739,631 

$               9,285 

$ 

748,916 

2009 

18,000    $                    887,558    $                                 11,142 

$           887,558 

$              11,142 

$ 

898,700 

201 D 

21,000    $                 1,035,484    $                                 12,999 

$        1,035,484 

$              12,999 

$ 

1,048,483 

2011 

24,000    t                 1,183,410    $                                 14,856 

$        1,183,410 

t              14,856 

t 

1,198,266 

2012 

27,000    $                 1,331,336    $                                 16,713 

$        1,331,336 

$              16,713 

$ 

1,348,049 

$        iy,5/u 

J 

i,4y;,yaa 

2014 

33,000    $                 1,627,189    $                                 20,427 

$        1,627,189 

$             20,427 

$ 

1,647,616 

2015 

36,000    $                  1,775,115    $                                    22,284 

$        1,775,115 

$               22,284 

$ 

1,797,399 

2016 

39,000    $                 1,923,041    $                                 24,141 

$        1,923,041 

$             24,141 

$ 

1,947,182 

2017 

42,000    $                2,070,968    $                                 25,998 

$        2,070,968 

$             25,998 

$ 

2,096,966 

201 8 

45,000    $                2,218,894    $                                 27,855 

$        2,218,894 

$             27,855 

$ 

2,246,749 

2019 

48,000    $                2,366,820    $                                 29,712 

$        2,366,820 

$             29,712 

$ 

2,396,532 

202D 

51,000    $                2,514,746    $                                 31,569 

$        2,514,746 

$             31,569 

$ 

2,546,315 

2021 

54,000    $                2,662,673    $                                 33,426 

$        2,662,673 

$             33,426 

$ 

2,696,099 

2022 

57,000    $                2,810,599    $                                 35,283 

$        2,810,599 

$             35,283 

$ 

2,845,802 

(Row  26)  2023 

60,000    $                2,958,525    $                                 37,140 

$        2,958,525 

$             37,140 

$ 

2,995,665 

Closure  Yr2U24 

(3) 

0 

I         2,596,292 

I 

2,633,432 

2025 

1 

$        2,638,743 

$             37,140 

$ 

2,675,883 

2026 

2 

$        2,680,241 

$             37,140 

$ 

2,717,381 

2D27 

3 

$        2,693,658 

$             37,140 

$ 

2,730,798 

2D20 

4 

$        2,731,355 

$             37,140 

$ 

2,760,495 

2029 

5 

$        2,767,514 

$             37,140 

$ 

2,804,654 

2D30 

6 

$        2,801,937 

$             37,140 

t 

2,839,077 

2031 

7 

$        2,834,410 

$             37,140 

$ 

2,871,550 

2D32 

8 

t        2,864,703 

$             37,140 

t 

2,901,843 

2033 

a 

t         2,892,569 

T~~ 

2,929/09 

2D34 

10 

$        2,917,747 

$             37,140 

$ 

2,954,887 

2D35 

11 

$        2,939,954 

$             37,140 

$ 

2,977,094 

2036 

12 

$        2,958,889 

$             37,140 

$ 

2,996,029 

2037 

13 

$        2,974,230 

$             37,140 

$ 

3,011,370 

2038 

14 

$        2,985,634 

$             37,140 

$ 

3,022,774 

2039 

15 

$         2,992,733 

$             37,140 

$ 

3,029,873 

2040 

16 

$        2,995,136 

$             37,140 

$ 

3,032,276 

2041 

17 

$        2,992,424 

$             37,140 

$ 

3,029,564 

2042 

18 

{        2,984,153 

$             37,140 

$ 

3,021,293 

2043 

t         2,969,846 

T~~ 

3,006,986 

2044 

20 

$        2,916,621 

$             37,140 

$ 

2,953,761 

2045 

21 

$        2,883,062 

$             37,140 

$ 

2,920,202 

2046 

22 

$        2,841,419 

$             37,140 

$ 

2,878,559 

2047 

23 

$        2,791,057 

$             37,140 

$ 

2,828,197 

2048 

24 

$        2,731,295 

$             37,140 

t 

2,768,435 

_.   ■' 

25 

$        2,661,414 

$             37,140 

$ 

2,698,554 

2050 

26 

$        2,580,644 

$             37,140 

$ 

2,617,784 

2051 

27 

$        2,488,172 

$             37,140 

$ 

2,525,312 

2052 

28 

J        2,320,915 

$             37,140 

$ 

2,358,055 

2053 

29 

I         2,199,130 

T~~ 

2,236,2(0 

2054 

30 

$        2,064,038 

$             37,140 

t 

2,101,178 

2055 

31 

$        1,913,377 

$             37,140 

$ 

1,950,517 

2056 

32 

$        1,746,044 

$             37,140 

$ 

1,703,104 

2057 

33 

$        1,560,867 

$             37,140 

$ 

1,598,007 

2050 

34 

$        1,356,605 

$             37,140 

$ 

1,393,745 

2050 

35 

$        1,131,940 

$             37,140 

$ 

1,169,080 

2060 

36 

$           BB5.474 

$             37,140 

$ 

922,614 

2061 

37 

$           615,725 

$             37,140 

$ 

652,865 

2062 

38 

$           321,122 

$             37,140 

$ 

358,262 

2063 

39 

$                       0 

$             37,140 

$ 

37,140 

Notes: 

(1)  Source:  Bank  of  Canada,  Monthly  Series,  Selected  Government  of  Canada  Benchmark  Band  Yields:  Long-Term  as  of  January  31 ,  2004  rate 

(2)The  inflation  rate  was  calculated  using  the  annual  average  non-residential  building  construction  price  index  for  Toronto  (NRCPIT). 

To  derive  the  annual  inflation  rate,  the  percentage  change  formula  was  used.  =(((Year  2003  index-  Year  1997  index)7Year  1997  index)/ [number  of  years 

between  indices  +1))*100;  =  (((123  8- 100  oyi00.oy(6+1))*100  =  3.4% 

(3)  Assumption:  Landfill  reaches  capacity  at  60,000  tonnes  by  the  end  ofyear2023.  Mo  morewaste  is  received  at  this  site  after  December  31 ,  2023. 

Closure  of  the  site  begins  in  January  2024. 

(4)The  value  for  year  2004  in  column  Y  is  the  same  value  as  the  value  in  year  2004  in  column  X  (3,000  tonnes)  For  years  2005  and  beyond  in  column  Y, 

cumulative  total  -  column  Y  (value  from  prevous  year)  +columnX  (value  from  currert  year)  for  example,  cumulative  total  for  year  201 2  - 

column  Y  value 

from  year  201 1  +  column  X  value  from  year  201 2. 

(5)For  years  2005  and  beyond,  the  Financial  Assurance  values  for  closure,  post-closure  care  and  contingency  costs  are  estimates  only  because  i)  future  fill 

rates  may  change  from  year  to  year  and  ii)  future  NRCPIT  indices  are  unknown.  The  Financial  Assurance  amounts  will  be  revised  at  least  every  3  years  by 

the  Regulated  parly  once  the  rates  are  known  for  the  years  in  question 

(6)The  value  in  year  2024  is  calculated  using  the  formula,  column  AB  (value  for  year  2023)  -  column  U  (value  from  currert  year).  For  years  2025  and 

beyond,  the  values  in  column  AC  are  calculated  using  the  formula,  column  AC  (value  from  previous  year)  *  column  W  which  is  the  interest  rate  (value  from 

current  year)-  column  U  (value  from  current  year),  for  example  value  for  year  2032  =  column  AC  value  for  203r  column  W  for  year  2032 
2032. 

-  column  U  foryear 

(7)The  value  in  year  2024  remains  constant  throughout  tie  contaminating  lifespan  unless  the  financial  assurance  amount  is  used.  If  an  amount  is  used,  it  is 

required  to  be  replaced  within  6  months  or  as  otherwise  required  by  the  Program  Director. 

Bold  numbers  were  used  in  PresentValue  Formula  in  column  V.      Economic 

Analysis  Section 

Ministry  of  Ener 

gy,  December  20 

04 

Appendix  I 
Financial  Assurance  Refund/Disbursement  Form 


Ministry  of  the 
Environment 


Ontario 


FINANCIAL  ASSURANCE  REFUND/ 
DISBURSEMENT  FORM 


Type  or  print  clearly. 


Payable  to: 

Amount 

$ 

For  the  purpose  of: 

Disposition  of  Cheque 

□  Mail  to 

□  Deliver  to 

□  To  be  picked  up  by 

Name 

Telephone  No. 

Cheque  required  by: 
mm         dd           yy 
Asap 

Address 

City 

Postal  Code 

Branch/Region 

Section 

Name  of  Requestor 

Position  Title 

Date 

Approved  by  Branch/Regional  Director  (or  designee) 

Signature 

Date 

Responsibility  Code 

Function  Code 

Standard  Account 

Project  Code 

Amount 

rrvoice  No 

Invoice  Date 
mm     dd    yy 

Certificate  of 
Approval  No 

$ 

$ 

0000 

05101 

05104 

Appendix  J 
Definitions 


Definitions 


activity  -  a  specific  action,  e.g.,  top  soil  application,  installation  of  a  leachate  collection  or 
treatment  facility,  groundwater  monitoring,  long-term  monitoring,  storage  or  security,  etc.  that  is 
required  by  a  condition  of  an  order  or  approval. 

approval  -  as  defined  in  section  131  of  the  EPA  (which  includes  OWRA  approvals)  -  means 
program  approval,  certificate  of  approval  or  provisional  certificate  of  approval,  and  includes  a 
permit  or  approval  issued  by  a  Director  under  the  Ontario  Water  Resources  Act,  but  does  not 
include  an  approval  under  Part  X  of  the  EPA.  Where  applicable,  approval  also  refers  to 
certificate  of  property  use  issued  under  section  168.6  of  the  EPA. 

bearer  bond  -  a  form  of  negotiable  security  issued  and  payable  to  anyone  with  physical 
possession  of  that  security.  Interest  and  principal  are  payable  to  the  holder  regardless  of  whom  it 
was  originally  issued.  Coupons  are  attached  to  the  bond  and  each  coupon  represents  a  single 
interest  payment.  The  holder  submits  a  coupon,  usually  semi-annually,  to  the  issuer  or  paying 
agent  to  receive  payment.  Market  trends  indicate  that  bearer  bonds  are  being  phased  out  in 
favour  of  registered  bonds.  Bearer  bonds  are  a  form  of  transferable  bonds. 

bearer  form  -  also  called  "negotiable  security."  The  opposite  of  registered  form.  Ownership  is 
determined  by  physical  possession  of  the  security.  The  holder  of  the  bond  is  the  owner. 
Physical  certificates  exist.  Bearer  or  negotiable  bonds  are  desirable  for  Financial  Assurance 
because  they  can  be  converted  to  cash  very  quickly. 

Business  and  Fiscal  Planning  Branch  (BFPB)  -  the  name  of  this  branch  may  change  from  time 
to  time.  Reference  should  be  made  to  the  Ministry  organization  chart  for  the  current  name. 

contaminating  life  span  -  as  defined  in  Ontario  Regulation  232/98  -  Landfilling  Sites,  as 
amended  from  time  to  time.  (The  period  of  time,  after  closure,  in  years,  from  the  expected  year 
of  closure  until  the  site  finally  produces  contaminants  at  concentrations  that  are  below  levels 
which  have  unacceptable  health  or  environmental  effects.) 

contingency  costs  -  are  costs  for  unexpected  activities  or  equipment  installations  which  may  be 
incurred  in  the  future.  The  costs  could  be  recurring  and/or  one-time  capital  costs  for  such  items 
as  construction,  operation,  maintenance  and  replacement  of  works  identified  in  the  regulated 
parties'  contingency  plans. 

cost  -  or  a  cost  item  may  be  a  one-time  (capital)  expenditure  or  it  may  be  a  recurring  annual 
operating  expenditure. 


cumulative  Financial  Assurance  balance  schedules  -  the  total  (or  cumulative)  amount  of 
Financial  Assurance  required  each  year  during  the  planning  period. 

date  of  closure  -  defined  as  the  first  year  of  the  contaminating  life  span. 

Economic  Analysis  Section  (EAS)  -  a  section  in  the  Strategic  Policy  Branch  of  the  Ministry  of 
Energy  which  provides  economic  analytical  services  to  the  Ministry  of  the  Environment.  The 
section  was  originally  the  Economic  Services  Branch  of  the  Ministry  of  the  Environment.  The 
name  of  this  group  may  change  from  time  to  time. 

environmental  measures  -  as  defined  in  sections  131  and  132  of  the  EPA. 

EPA  -  refers  to  Ontario's  Environmental  Protection  Act. 

Financial  Assurance  -  means  one  or  more  of  the  mechanisms  listed  in  section  131  of  the  EPA 
by  which  one  party  guarantees  or  obtains  a  guarantee  of  its  performance  to  another  party  (such  as 
the  government).  It  is  not  considered  a  financial  penalty. 

forms  of  Financial  Assurance  -  include  standard,  non-standard  or  unacceptable  forms. 
Financial  Assurance  may  also  be  classified  as  either  cash  or  non-cash  forms. 

guarantor  -  a  third  party,  such  as  a  surety  company,  which  will  issue  a  surety  bond  or  a  similar 
type  of  Financial  Assurance. 

impaired  Financial  Assurance  -  means  that  the  sufficiency  or  accessibility  of  the  Financial 
Assurance  provided  by  the  regulated  party  is  uncertain  in  some  way.  If  the  Financial  Assurance 
is  in  a  non-cash  form,  it  may  need  to  be  converted  to  cash  to  be  used  by  the  Ministry  to  fulfil  the 
terms  and  conditions  in  an  order  or  approval. 

Indemnification  Agreement  -  one  party  in  a  business  contract  agrees  to  pay  the  other  party  for 
any  losses  that  the  other  party  incurs  in  the  proposed  venture. 

inflation  rate  -  the  rate  at  which  price  levels  rise.  Nominal  or  current  values  expressed  in 
dollars  include  the  effects  of  inflation.  Real  values  expressed  in  dollars  exclude  the  inflation 
rate.  Inflation  rates  are  used  to  inflate  future  costs  to  obtain  expected  future  nominal  values. 
Inflation  rates  are  based  on  construction  price  indices  rather  than  the  consumer  price  index. 

letter  of  credit  -  a  document  issued  by  a  bank  which  assures  that  the  bank  will  make  available  to 
the  beneficiary  the  amount  agreed  to  by  both  parties,  in  compliance  with  the  terms  and 
conditions  of  the  documentary  credit  agreement.  It  is  a  very  secure  method  of  ensuring  payment. 


letter  of  guarantee  -  a  letter  of  guarantee  is  an  irrevocable  commitment  by  a  bank  to  pay  a 
business'  debt  under  certain  circumstances. 

long-term  project  -  when  the  planning  period  of  the  order  or  approval  is  four  full  years  or  more 
and  when  certain  future  costs  are  known  to  be  required. 

marketable  security  -  is  any  security  that  can  be  easily  converted  into  cash.  Such  securities 
will  generally  have  highly  liquid  markets  allowing  the  security  to  be  sold  at  a  reasonable  price 
very  quickly. 

Ministry  -  refers  to  the  Ontario  Ministry  of  the  Environment.  The  name  may  change  from  time 
to  time.  Reference  should  be  made  to  official  Government  of  Ontario  publications  for  the 
current  name. 

mitigation  measures  -  measures  taken  to  prevent  and  ameliorate  adverse  effects  (as  defined  in 
the  EPA)  that  relate  to  this  site  during  the  operational  period  of  the  site  and  following  closure  of 
the  site. 

negotiable  security  -  any  security  in  bearer  form  is  a  negotiable  security.  This  form  can  be 
transferred  or  delivered  to  another  party  without  endorsements.  Examples  include  bearer  bonds 
and  stock  certificates.  Negotiable  securities  differ  from  registered  securities,  which  require 
endorsements  in  order  for  ownership  to  be  transferred. 

non-standard  forms  of  Financial  Assurance  -  the  Program  Director,  with  assistance  from 
Legal  Services  Branch  and  Business  and  Fiscal  Planning  Branch  staff  assistance,  should  consider 
and  review  these  forms  to  determine  acceptability.  The  following  are  examples  of  non-standard 
forms  of  Financial  Assurance: 

a)  any  security  or  collateral  accepted  by  the  Program  Director; 

b)  agreements,  contracts  or  other  non-standard  forms  of  Financial  Assurance  with  conditions 
stated  in  the  order  or  approval; 

c)  insurance  policies; 

d)  Guaranteed  Investment  Certificates  (GICs)  reissued  payable  to  the  Ontario  Minister  of 
Finance; 

e)  marketable  securities  (apart  from  those  mentioned  in  standard  forms  of  Financial  Assurance) 
or  other  negotiable  securities; 

f)  Indemnification  Agreements; 

g)  letters  of  guarantee;  and 


h)   Qualified  Environmental  Trust  accompanied  by  letter  of  credit,  cash  or  bond.  This  form  is  an 
agreement  made  between  two  parties  for  the  purpose  of  a  tax  benefit  to  the  regulated  party. 

one-time  cost  items  -  refer  to  capital  costs  or  consulting  services  which  are  incurred  usually 
once  during  the  planning  period.  One-time  costs  include  the  costs  of  equipment,  installation  of 
machinery  and  equipment,  construction  of  buildings  and  other  site  improvements.  Other  one- 
time costs  include  contract  services,  architect  services,  design  and  engineering,  construction  or 
installation  costs,  laboratory  testing,  project  management  fees,  etc. 

operating  period  of  a  landfill  -  period  from  the  first  day  of  operation  until  the  day  that  the 
landfill  site  closes. 

order  -  as  defined  in  section  131  of  the  EPA  (which  includes  OWRA  orders)  -  means  an  order 
by  the  Director  under  the  EPA,  and  includes  an  order,  notice,  direction,  requirement  or  report 
made  by  a  Director  under  the  Ontario  Water  Resources  Act,  but  does  not  include  an  order  under 
section  136  (order  for  performance  of  environmental  measures)  of  the  EPA.  If  Financial 
Assurance  is  required  on  a  pesticides  matter,  Ministry  staff  would  have  to  include  it  in  a 
preventative  or  remedial  order  under  section  17  or  18  of  the  EPA. 

OWRA  -  refers  to  the  Ontario  Water  Resources  Act. 

performance  bond  -  a  surety  bond  issued  by  an  insurance  or  surety  company  to  guarantee 
satisfactory  completion  of  a  project  by  a  contractor. 

planning  period  -  depending  on  the  type  of  order  or  approval,  planning  periods  for  a  landfill 
consist  of  the  time  between  the  day  the  site  starts  receiving  waste  until  the  end  of  the 
contaminating  life  span.  For  waste  processing  or  transfer  facilities,  the  planning  period  extends 
from  the  day  that  the  Ministry  issues  an  approval  for  the  facility  until  the  day  that  the  site  has 
completed  all  required  clean-up  and  remediation  procedures.  The  planning  period  of  an  order  to 
implement  abatement  projects,  extends  from  the  day  that  the  Ministry  issues  an  order  until  the 
day  that  all  compliance  actions  are  completed  to  the  satisfaction  of  the  Director. 

present  value  -  the  worth  of  a  future  stream  of  costs  (or  revenues)  in  terms  of  their  value  at  the 
estimated  date  of  closure. 

PV  Cost(n+l)  =    £(sum  of)  [F(n)  -  (l+r)n] 

where, 

n     =    yearO,  1,2,  3,4,  5,  ...,N 

year  0  =    base  year:  in  the  case  of  landfills,  year  of  site  closure,  when  discounting 

year  N  =     final  year  of  planning  period  (or  of  contaminating  life  span  for  landfills) 


F(n)      =     future  (inflated)  capital  and  operating  costs 

PV  Cost(n+l)  =    present  value  of  future  capital  and  operating  costs  in  year  n+1 

r     =     discount  rate 

For  example,  the  PV  of  $1,000  in  year  10  at  a  5%  discount  rate: 
PV  Cost(9+l)  =     $1,000  -  (1.05)9 

=    $1,000-  1.55133 

=     $645 

Program  Director  -  Ministry  of  the  Environment  staff  member  appointed  by  the  Minister  of  the 
Environment  under  section  5  of  the  EPA  or  the  OWRA  as  a  legislative  "director,"  and  is 
responsible  for  administrating  different  sections  of  the  environmental  statues  and  for  developing, 
issuing  and  enforcing  an  order  or  approval.  A  Program  Director  is  normally  a  Ministry  of  the 
Environment  staff  member  working  for  the  Environmental  Assessment  and  Approvals  Branch  or 
for  a  Regional  Office.  The  legislative  director  is  not  necessarily  an  administrative  director  of  a 
branch  or  region  of  the  Ministry.  Investigations  and  Enforcement  Branch  has  a  current  list  of 
program  directors  appointed  by  the  Minister. 

recurring  costs  -  refer  to  costs  associated  with  the  operation,  maintenance  and  monitoring  of 
equipment,  buildings  and  the  site,  including  the  costs  for  labour,  materials,  ongoing  consultant 
services,  etc. 

registered  form  -  the  opposite  of  bearer  form.  Ownership  does  not  relate  to  physical  possession 
of  a  security,  but  instead  relates  to  who  is  registered  with  the  issuer.  The  issuer  or  agent  records 
and  keeps  ownership  information  such  as  name  and  address  on  file.  Registered  form  bonds  are 
not  acceptable  for  Financial  Assurance  purposes,  as  some  bonds  require  endorsement  or  power 
of  attorney  for  the  ownership  to  be  transferred. 

regulated  party  -  a  company,  a  public  agency  or  a  person  who  is  subject  to  an  order,  an 
approval  or  a  regulation  and  must  provide  Financial  Assurance  or  who  may  be  expected  to 
provide  Financial  Assurance  under  an  order  or  approval  or  who  has  or  intends  to  apply  for  an 
approval. 

saleable  material  -  as  defined  in  Regulation  347  -  General  -  Waste  Management,  refers  to 
municipal  waste,  hazardous  waste  or  liquid  industrial  waste,  other  than  used  or  shredded  or 
chipped  tires,  transferred  by  a  generator  for  direct  transportation  to  a  site, 


a)  to  be  wholly  used  at  the  site  in  an  ongoing  agricultural,  commercial,  manufacturing  or 
industrial  process  or  operation  used  principally  for  functions  other  than  waste  management  if 
the  process  or  operation  does  not  involve  combustion  or  land  application  of  the  waste,  or 

b)  to  be  promptly  packaged  for  retail  sale  to  meet  a  realistic  market  demand,  or 

c)  to  be  offered  for  retail  sale  to  meet  a  realistic  market  demand. 

security  -  a  security  is  an  investment  instrument,  other  than  an  insurance  policy  or  fixed  annuity, 
issued  by  a  corporation,  government,  or  other  organization. 

short-term  project  -  when  the  planning  period  of  the  order  or  approval  is  less  than  four  years 
and  when  the  need  to  implement  future  compliance  activities  is  not  certain. 

standard  forms  of  Financial  Assurance  -  are  acceptable  and  do  not  require  Ministry  review. 
The  following  are  standard  forms  of  Financial  Assurance: 

a)  cash; 

b)  irrevocable  letters  of  credit; 

c)  surety  bonds;  and 

d)  negotiable  securities  issued  by  or  guaranteed  by  provincial  or  federal  government. 

surety  bond  -  a  bond  issued  by  an  entity  on  behalf  of  a  second  party,  guaranteeing  that  the 
second  party  will  fulfill  an  obligation  or  series  of  obligations  to  a  third  party.  In  the  event  that 
the  obligations  are  not  met,  the  third  party  will  recover  its  losses  via  the  bond.  Examples  of 
surety  bonds  include:  performance  bond,  bid  bond,  payment  bond,  etc. 

transferable  bond  -  a  bond  whereby  ownership  can  be  transferred  from  one  party  to  another. 
Transferable  bonds  can  either  be  in  bearer  form  or  registered  form.  It  should  be  noted  that 
Government  of  Canada  Savings  Bonds  are  not  acceptable  for  Financial  Assurance  purposes,  as 
these  bonds  are  not  transferable. 

unacceptable  forms  of  Financial  Assurance  -  the  following  forms  are  unacceptable  to  the 
Ministry  and  Ministry  staff  should  not  accept  or  consider  them: 

a)  Guaranteed  Investment  Certificates  (GICs)  which  are  not  transferrable; 

b)  all  bonds  which  are  not  transferrable; 

c)  bank  accounts  held  by  the  regulated  party  or  joint  bank  accounts  held  by  the  Ministry  and  the 
regulated  party; 

d)  insurance  policies  for  long-term  projects  or  landfill  sites;  and 

e)  guarantees  from  out-of-province,  off-shore  firms. 


Appendix  K 

Procedures  to  Obtain  Non-Residential  Building 
Construction  Price  Index  for  Toronto  (NRCPIT)  from 

Statistics  Canada  Website 


Procedures  to  Obtain  Non-Residential  Building  Construction  Price  Index 
for  Toronto  (NRCPIT)  from  Statistics  Canada  Website 


Regulated  parties  are  to  follow  the  instructions  noted  below  to  obtain  the  Annual  Average 
Non-Residential  Building  Construction  Price  Index  for  Toronto  (NRCPIT)  from  the  Statistics 
Canada's  website. 

(1)  Go  to  the  Statistics  Canada  website  address,  http://www.statcan.ca/start.html.  Type 
"non-residential  construction  price  index"  in  the  "search  the  website"  box  and  click  once  on 
the  search  button.  Avoid  typing  any  abbreviations  in  the  search  box  because  the  search 
command  does  not  recognize  them. 

(2)  To  derive  the  NRCPIT  annual  average  for  a  desired  year,  search  the  list  for  the  first  three 
quarter  documents  released  in  the  desired  year  and  the  last  quarter  document  released  in  the 
following  year.  These  release  dates  are:  May,  August,  November  and  February. 

(3)  Click  once  on  the  documents  which  have  the  correct  date  and  "non-residential  building 
construction  price  index"  in  the  title. 

(4)  When  in  the  document,  scroll  down  to  the  Non-Residential  Building  Construction  Price 
Index  table  and  extract  the  figure  for  Toronto. 

(5)  Use  the  four  indexes  to  calculate  the  annual  average.  For  example,  to  derive  the  annual 
average  NRCPIT  for  2003,  data  from  the  following  release  dates  are  used: 

•  First  quarter  2003  rate  is  published  during  mid  May  (12  -  16),  2003  =  122.2; 

•  Second  2003  quarter  rate  is  published  during  mid  August  (12  -  16),  2003  =  123.7; 

•  Third  2003  quarter  rate  is  published  during  mid  November  (12  -  16),  2003  =  124.2;  and 

•  Fourth  2003  quarter  rate  is  published  during  mid  February  (12  -  16),  2004  =  125.2. 

Annual  average  index  =  (122.2+123.7+124.2+125.2)  ■*■  4 

=  123.8 

This  index  will  then  be  used  along  with  the  1997  index  to  calculate  the  inflation  rate  as  per 
the  formula  noted  in  Section  6  of  the  Guideline. 


